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INTERNATIONAL AFFAIRS 


GDR COMBINES’ DEPENDENCE ON CEMA COORDINATED RESEARCH CITED 
East Rerlin WIRTSCHAFTSWISSENSCHAFT in German Vol 33 No 8, Aug 85 pp 1139-59 


{Article by Horst Andermann, Dr of Economics, Certified Engineer, employed 
with the CC SED's Central Institute for Socialist Economic Management; and 
by Edith Becker, Dr of Economics, Certified Lawyer, Certified Economist with 
the same institute; and by Renate Weiss, Dr of Economics and lecturer at the 
same institute. Original title: "The Connection between Socialist Inter- 
national Scientific-Technological Cooperation and International Specializa- 
tion and Cooperation of Production in the Management Work of the Combines"] 


[Text] The article deals with the theoretical fundamentals of the 
connection between socialist international scientific-technological 
cooperation and specialization and cooperation of production, its 
necessity and the control of these processes by the management of 
the combines. Proceeding from Marx’ reproduction theory under the 
conditions of comprehensive intensification, it is the aim of the 
authors to determine the directions, variants and possibilities 
of the connection between research, production and sales in inter- 
national division of labor. In this context it is above all a 
matter of showing ways and methods designed to ensure a dynamic 
development of cooperation between the economic units of the CEMA 
countries. The argumentation concentrates on 

--the connection between socialist international scientific- 
technological cooperation and specialization and cooperation of 
production under the conditions of comprehensive intensification, 
-~basic trends of the connection between socialist scientific- 
technological cooperation and specialization and cooperation of 
production, and specific conditions and variants in selected 
industries, 

~-the growing demands made on the management of combines with 
regard to the planned connection between socialist international 
scientific-technological cooperation and specialization and 
cooperation of production. 


The new stage of the economic strategy is most closely tied up with deepening 
and expanding the scientific-technological and economic cooperation with the 
CEMA countries, particularly with the USSR. This cooperation proves “one of 
the basic conditions for ever more effectively using also our internal growth 
sources." 











Success in cooperation increasingly depends on success in 

--concentrating the CEMA countries’ research potentials mainly on controlling 
and economically using key areas of scientific-technological progress, “mainly 
toward scientific-technological top achievements and high labor productivity," 
--cooperating in all phases of the reproduction process or making the results 
of research cooperation effective for economic growth in material production 
or sales. 


The planned connection between international scientific-technological coopera- 
tion and international production specialization and cooperation then--in 
practical economics as well as in scientific economic research--becomes more 
and more a priority within CEMA? and a crucial prerequisite and condition for 
comprehensive intensification.4 This process also is subject to economic re- 
search on socialist economic integration. 


Bykow, Polten and Scholze, in the 1983 publications, principally examine how 
the connection between international scientific-technological cooperation and 
international production specialization and cooperation develops from the 
economic point of view. In their present contribution, the authors are broaden- 
ing the field of vision in focusing, in particular, on the tasks of the GDR 
combines in this process and essential management tasks resulting from it. 

Ways and methods are shown for how the development of cooperation between the 
economic units of two or more CEMA countries can be stable as well as dynamic 
and a high performance growth of specific economies and of the socialist com- 
munity at large can be fostered. 


Essential Bases and Requirements for the Connection between Socialist Inter- 
national Scientific-Technological Cooperation and Production Specialization 
and Cooperation under the Conditions of Comprehensive Intensification 


The reasons why scientific-technological cooperation and the specialization 

and cooperation umong the CEMA countries have to be closely tied up are due to 
--the developmental trenis of science and technology and their influence on the 
reproduction process in che combines and 

--the inevitable connection and interaction among the various phases and 
components of the reproduction process. 


Both causes are closely connected. Hence, international scientific-technolo- 
gical cooperation and production specialization and cooperation develop in 
reciprocal interaction and exercise a direct influence on the continuity of 
the reproduction process in an economic unit. Ensuring the continuity and 
effectiveness of the reproduction process calls for the most diversified forms 
of combining research with production and of cooperation within the CEMA coun- 
tries. That was also ascertained by the surveys in the combines. Regardless 
of the concrete ways and means of cooperation, a pianned integration of all 
measures taken in the reproduction process of the combine or of the economy 
and ensuring continuity in the process are necessary, which will later be dealt 
with in detail. 


As to the first set of causes: The reproduction process under the conditions 
of comprehensive intensification is marked by the all-round hastening of 

















scientitic-technological progress and by higher economic efficiency. The 
CEMA summit in 1984 created a far-reaching strategic conception for it.’ 


In harmony with it, the long-term GDR-USSR program for developing cooperation 
in science, technology and production up to 2000 makes arrangements for 
deepening economic and scientific-technological cooperation. "When made 
economically useable, science functions as a productive force. Systematically 
tapping the results of the scientific-technological revolution therefore con- 
stitutes the central and decisive question for high and stable economic growth." 
Science increasingly determines the content, scope and effectiveness of the 
production and implementation process. The level of the material-technical 
base of research and production, the required manpower qualifigations, and 

the rate of the cycles and the turnover of funds depend on it.” The materia- 
lization of scientific-technol»gical progress determines the quality of the 
products, the level of performance and the costs. At the same time, because 

of an internationally accelerated upgrading of products and technologies, the 
tempo in the moral wear gne tear of scientific-technological results and 
achievements increases. 


Using the possibilities and potentials of scientific-technological progress 
leads to a high growth in performance. A certain minimum volume in research 
potential and the optimum point of time in market effectiveness are essential 
conditions there for a comprehensive utilization of the one-time research and 
investment costs of research data. 


Research itself, through the development of scientific-technological progress, 
has become an essential part of the labor of a productive total worker. But 
that turns out to be different qualitatively and quantitatively in the various 
economic branches. 


In the research-intensive industrial branches like electrical engineering and 
electronics, the chemical industry and in the branches of machine building it 
becomes most apparent that with a growing proportion of research in the work 
load of the total production worker, the annual preliminary research load and 
the proportion of research costs to overall prime costs go up. In the combines 
of electrical engineering and electronics, e.g., for certain commodity groups 
research allocations up to M 80 per M 1,000 of commodity production are needed. 
In those combines a proportion of research costs to overall prime costs of 

20 percent is nothing extraordinary, in some cases that even comes to nearly 
50 percent. 


In research-intensive branches the rate of scientific-technological progress 
and, thus,of the upgrading degree is very high. An all-round economic utili- 
zation increasingly calls for a concentration of the research as well as the 
production potential vithin socialist international division of labor. 


The utilization conditions of science referred to objectively urge a coordina- 
ted, in some areas a uniform, scientific-technological policy by the CEMA coun- 
tries. As a basis for it, the economic CEMA summit in June 1984 resolved to 
prepare jointly a comprehensive program for scientific-technological progress 
to run for 15 to 20 years.11 The emphasis here is placed on speeding up the 
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comprehensive intensification by using the accomplishments of scientific- 
technological progress and on vastly improving the cost/benefit ratio through 
an international socialist division of labor. 


With the growing importance of R&D for the effectiveness of the production 
process as such, there rises the place value of the scientific-technological 
cooperation among the CEMA countries. With it, products and technologies 
resulting from international scientific-technological cooperation increasingly 
become subject to specialization and cooperation in production and mutual trade. 
To the extent that the influence of science on the reproduction process has 
grown, the need for international scientific-technological cooperation and 
its link with international production specialization and cooperation has 
also become stronger within the process of socialist economic integration. 


As to the second set of causes--the inevitable connection and interaction 
among thc phases and components of the reproduction process: As there are 
specific functions in each and every phase of the reproduction process, that 
which connects all those phases is the purpose of material production, the 
planned implementation of the main task in its united econc ‘c and social 
policies. 


The theoretical foundations of the unity of the reproduction process and of 
the interaction among its various phases were lafi by Karl Marx: “The re- 
sult we arrive at is not an identity of production, distribution, barter, and 
consumption, but their all being links of a totality, diversities within a 
unity. A given production thus determines a given consumption, distribution, 
barter, and the given ratios among these various elements. Even production, 
to be sure, in its unilateral form, is in turn conditioned by the other 
factors. Ultimately it is the consumption needs that determine production."!2 


Satisfying public needs is the actual purpose of production. Also for the 
reproduction process in the combine decisive premises result from that. And 
therefore also, objectives are socially determined for any research project. 


Likewise, through the development in the division between production and labor, 
the intensity, the volume and the type of trade are determined. The more the 
division of labor advances, the more important becomes a rational organizat ior 
of the barter process. Division of labor research and production increasingly 
determine the ways and means of sales. Conversely, trade therefore not only 
mediates between production and consumption; it is what provides the impulse 
for research and production proper as to needs. 


These connections also apply to the process of division of labor relations in 
science, production and trade between two or more CEMA countries. The more 

comprehensive the division of labor and the more finely structured production 
and fund concentration are, the more important for the effectiveness of social 
labor become the continuity of the reproduction process, the smooth transition 
from one phase to another, and deliberate organization for each and every phase. 


For smoothly tying up the reproduction phases, the following sector boundaries 
havecrystallized in the development of socialist international division of 
labor: 











--Tie-in and feedback between consumption phase and RSD (target determination). 
tie-in between R&D and distribution phase (securing the transfer of scien- 
tific-technologial data materially and financially), 

--tie-in betweeen R&D and the circulation phase (mutual trade or purchase and 
sale ofnamaterial achievements) and 

--tie-in between production and circulation phase (materialization of commodity 
and performance). 


The international division of labor does not affect the various phases and 
their relations to each other in the reproduction process. In essence, modi- 
fications result in specific eff‘-iency conditions, such as the time sequence 
in the various phases of the reproduction process, in the expenditure propor- 
tions among the various value-producing factors, in the quality of goods and 
in the concrete shaping and management of the division of labor processes, 
their being inter-state in character. 


It is imperative for exploiting all efficiency potentials that attention is paid 
both to the connection among the phases and to the overall connection of the 
reproduction process. For instance, R&D for some special equipment for micro- 
electronics can start only when adequate exports are ensured; one's own needs 
for such equipment are not sufficient to bring in an economic utilization that 
would justify such high lead allocations. Thus, when taking on research topics 
one must also ascertain the likely import needs the partner has. A direct 
connection also has been demonstrated between economic results, the necessary 
research allocations, the cost of commodities, the international division of 
labor requirement in research and production, and an ensured mutual trade in 
products and services. 


Steinitz and Schilar make similar statements relative to microelectronics. 4 
Tendentially that applies to all research-intensive products--those of the 
chemical industry and machine building as well. 


Similar economic connections exist in the development and production of branch- 
specific means of rationalization. Through international cooperation within 
CEMA great reserves can be tapped to improve the cost/benefit ratio in the 
development, construction and production of branch-specific means of rationa- 
lization. When one has available division of labor research data, one can 
also have a planned multiple use of, say, design docuwentation and research 
performances. That has an increasing importance for the import/export of non- 
material achievements. 


The relation between international scientific-technological cooperation and 
production specialization and cooperation, resulting from the overall conti- 
nuity of the reproduction process, appears differentiated in concrete cases. 





This differentiation is due to the variety of relations among the relatively 
independent reproduction phases, to the specificity of branches and the con- 
ditions in the countries involved. Practically speaking, today there hardly 
is any longer merely cooperation in research or merely in production in the 
combines. In spocific cases, to be sure, the emphasis may be placed either on 
production specialization or on division of labor research. Consequently, a 
stable international production specialization and cooperation increasingly 








presupposes an international standardization as a form of scientific-techno- 
logical cooperation. In turn, from such effective scientific-technological 
cooperation ordinarily profitable export lines ought to develop bringing in 
distributions of assortments and production priorities among the countries 
involved. An effective use of scientific-technological data and setting up 
a fully utilized modern technology in the sectors of the metal processing 
industry frequently require some specialized production and some coordinated 
demand satisfaction for the CEMA countries. 


A new trend in international cooperation in the 1980's is that more and more 
new sectors of the economy (e.g. light industry) or of the combines (e.g. 
means of rationalization construction) are drawr into the process of inter- 
national division of labor. A deeper intertwining of potentials for tech- 
nologically identical commodity groups, i.e. inter-branch cooperation, is 
on the increase. Simultaneously, this also relates to increasing the ef- 
ficiency of inter-branch cooperation. That is brought out clearly by the 
participation of GDR combines in the reconstruction of Seviet enterprises in 
the light and foodstuffs industry. 


Even under the conditions of comprehensive intensification, in certain cases 
research cooperation can take place without any subsequent production specia- 
lization. That is so, e.g., in setting up modern technologies for an enhanced 
refining of material and raw materials in the food and construction industries. 
In these sectors it can be rational for the production cooperation to concen- 
trate on creating, through division of labor, the material-technological pre- 
requisites for the application of scientific-technological data. Fabrication 
itself is taken care of by each CEMA country itself, not last also under the 
aspect of transport costs. 


The increasing tie-in between research and production cooperation hence does 
not cancel the independence of the two fields. 


Basic Trends in the Tie-in between International Scientific-technological 
Cooperation and Production Specialization and Cooperation 


In analyzing the decisive integration processes and projects undertaken or 
agreed upon thus far in the 1980's, three basic trends in the tie-in between 
international scientific-technological cooperation and international produc- 
tion specialization and cooperation, it seems to us, can be deduced. 


l. A concentration of the research and production potentials to cope with the 
main trends of scientific-technological progress, due to new developmental] 
trends in the scientific-technological progress, is adumbrated. Experience 
has shown that scientific-technological peak achievements can more rapidly be 
made available and transferred to production when there has been an early and 
close research and production cooperation. At the same time, the products 
manufactured can become market-effective and cost-effective. That expands 
sales cpportunities and offers price advantages on the world market. For 
branches with a high rate of scientific-technological development, a fast 
transfor of new commodities into production and ensuring a technologically 
conditioned volume of output are decisi'2 for economic results. They are pre- 
requisites for high effects on the international markets. The tendency of 
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shrinking market periods brings it about that top profits are made when 
products are tops. From that it follows of necessity that one must go 
into mass production fast. Essential prerequisites for that can be set 

if together with economic units of other CEMA cocntries a scent is gotten 
in good time cf the trend in scientific-technological development, research, 
investment and production capacities are concentrated accordingly, and new 
efficient lines of production specializaticn and cooperation are built up. 
Handles for that, e.g., come from the research and production cooperation 
with the USSR and the CSSR in microelectronics and electronic components. 
The governmental or ministerial accords on that embrace component develop- 
ment, production specialization and sales proper as to needs as well as 
special technological equipment and materials. the high rate in which 
scientific-technological innovations are spreading, as in electronic infor- 
mation and communication techniques, computer-based design and fabrication, 
the application of electronic controls and the importance of software in 
that connection, increasirgly call for scientific-technological system 
solutions coordinated within CEMA. 


There also can be created through international scientific-technological 
cooperation and international production specialization and cooperation 
favorable possibilities for utilizing the direct dependencies between research 
and development costs, investment expenditures, the yardstick for (series) 
peroduction, and the development of prime costs per production unit. From 
the preparatory efforts needed for modern production (as, e.g., in the 
electronic components industry) there comes the increasing economic com- 
pulsion to look for economic production criteria. 


2. The reconstruction and modernization of extant eiterprises and production 
sectors are making it more and mere. In the forefront of this basic trend 
stands the reconstruction and modernization of the material-technical base 
of the extant production potentials. That normally ccmen combined with the 
introduction of novel or further developed products and technologies to trim 
material consumption and with an expansion of the production volume. 


In practical terms these processes are extremely diversified. A growing 
place value attaches in this international cooperation to such progressive 
rationalization and modernization solutions as lead to an essential hastening 
of the intensification processes in the participating CEMA countries. This 
development is clearly demonstrated by the participation of GDR combines in 
the reconstruction and modernization of enterprises in the light and the 
foodstuffs industries in the USSR. Characteristic of it is that machine and 
equipment exports--together with nonmaterial services--come object-related 
for the enterprises scheduled for rationalization and modernization. This 
increases the deals in project planning and division of labor cooperation 
when reconstruction projects are drawn up. In addition to delivering instal- 
lations for enterprise reconstruction there come then also often scientific- 
technological achievements in the form of recipes, commodity patterns, models, 
organizational instructions, and performance tests for qualifying the 
specialists and chiefs for the new production. 


Equipping traditional machine tools and processing machines that had been 
delivered earlier with modern electronic controls is gaining an increasing 
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importance in international cooperation. The fabricants of such “revitzliza- 
tion production” specialized in CEMA bear a high responsibility to submitting 
proposals to the customer for upgrading and modernizing his installations. New 
effective export opportunities are given thereby to the combines, mainly by 
combining commoacity with performance export. The importance of a division of 
labor cooperation is also growing in the modernization and reconstruction of 
enterprises in various countries that are making technologically identical 
products. Specialization and cooperation then relate to R&D, standardization, 
tationalization means construction, product assortments, mutual deliveries in 
specialized products to satisfy the needs of the participating countries and 
frequently also to their cooperating on third markets. 


3. We are seeing a scientific-technological further development of specialized 
production and a perfection of international production specialization and co- 
operation in conformity with the trends of requirements in the interested 
countries. In the forefront of this basic trend stands the constant scientific- 
technological further development of productions already specialized in con- 
formity with the qualitative and quantitative requirement trends and the 
further development of the division of labor. Stable division of labor lines 
in place for years still demand well-timed reactions to the partners’ intensi- 
fication requirements and resulting changes in their demands. A level of 
specialization attained is no guarantee for permanent high economic results; 

it must steadily and permanently be perfected. The mutual interest in inter- 
national production specialization and cooperation is likely to become perma- 
nent when each participating partner develops his products further along the 
lines of scientific-technological progress. That calls for constantly up- 
grading and further developing the specialized commodities in the process of 
socialist international division of labor, aud that includes the international 
scientific-technological cooperation between producers and users or between 

end producers and ancillary suppliers. 


Furthermore, the development of science and technology may alter production 
specialization and cooperation in substance. For instance, flexible automa- 
tion makes possible effective production also at smaller amounts of units 
with more diversified production variants. That enables the final producer 
to react more flexibly to customers’ wishes. 


From the further development of international specialization and cooperation 
there result higher demands on smoothly supplying standardized component 
groups and components at a broader range. 


The point ought to be made that for all three basic trends standardization is 
of decisive importance. It is itself an essential R&D task and subject to 
international scientific-technological cooperation. At the same time it is 
an indispensable prerequisite for rapidly and effectively transferring re- 
search data from international cooperation into production, and for a kind of 
production at proper quality that conforms to the scientific-technological 
parameters of world standards. 


The matching and compatibility of sets of components, parts, machines and 
devices largely control the effectiveness of international production specia- 
lization and cooperation as well as the trade. Even for effective research 
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cooperation, the uniformity of concepts, symbols and so forth is indispensable 
for urderstanding one another in the research process ("comprehensibility norms") 
and its rationality. The basic trends referred to here appear in concrete mani- 
festations and interconnecting effects. Typical characteristics can be general- 
ized in that regard which are important for the management activity and its 
consequences, , commented on in subsequent parts. 


Specific Conditions and Variants with Reference to Selected Industrial Branches 


Economic efficiency goals are always achieved under concrete conditions. In 
connection with the economic reproduction conditions and intensification re- 
quirements, a number of specific conditions and particulars affect the inten- 
sity and concrete forms in the linkage between international scientific- 
technological cooperation and the production specialization and cooperation, 14 
This includes in particular 

--the scientific-technological and economic level of development attained in 
the countries, and in the various economic branches, and their developmental 
priorities, the state of international inter-branch and intra-branch tie-in, 
and the countries’ specific foreign economy interests; 

--the specifics in the different branches, the research intensity and the 
varied development of the productive forces in those branches ; 15 

--and the nature of the scientific-technological tasts to be resolved through 
this cooperation (e.g. basic research, new development or further development). 


Even when the branches have much in common, there may be many different forms 
in the connection between international scientific-technological cooperation 
and the production specialization and cooperation. From our practical investi- 
gations in the chemical industry, electrical engineering and electronics, and 
machine tool construction the following features, typical of these branches, 
can be derived: 


Typical of the chemical industry is the division of labor technology and 
methods research for enhanced refining of raw materials and creating waste- 
product-free technologies and for the development, design and construction 

of the installations needed for carrying out those procedures (methods and 
technologies principally tied to products). Production specialization and 
cooperation is determined mainly by the available raw material bases, the 
concrete conditions for optimum exploitation of plant capacities and relatively 
high transport costs. Producing chemical mass products differs in this from 
a multifaceted small-tonnage chemistry. In small-tonnage chemistry there is 
an especially close connection between research coordination or cooperation, 
the coordination of the development or the making available of equipment, the 
investment coordination and the production specialization. 


In the production of electronic components, especially in microelectronics, 
there is international socialist cooperation by and large in all phases of 
the reproduction process. Here the cooperation relates to technological R&D, 
the development and manufacture of special equipment, special materials and 
construction components. Included are the standardization and mutual deli- 
veries of special equipment, special materials and construction components. 
That results, inter alia, from the immediate dependence among technology, 











material, equipment or construction components. On the other hand again, 

the high research expenditures in base technologies, the rapid international 
turnover of products and the needed mass production of construction components 
at a large variety within basic assortments urge international division of 
labor. 


In machine tool construction the connection between international scientific- 
technological cooperation and the production specialization and cooperation 
comes in many different forms. Characteristic are a relatively high state 

of international production specialization in terms of final products, the 
high rate of further development and upgrading with increasing use made of 
so-called automation component groups and the attention paid to specific 
users’ needs. Product development is relatively independent of technological 
improvements and vice versa. Uncer these conditions it has been found that 
combining international scientific-technologica] cooperation with the produc- 
tion specialization and cooperation is of high benefit above al] in 
--applied research cooperation (for example ensuring that electronic fittings 
match internationally, flexible automation solutions and other automated 
component groups in cooperation with the ancillary suppliers and the elabora- 
tion of common standards) that leads to a higher qualitative level of already 
specialized production lines and serves as basis for a further development of 
trade in commodities and nonmaterial services; and in 

--cooperation in selected technological fields, such as the use of super- 
hard cutting tools from the USSR in the GDR. 


These examples demonstrate that the general and specific reproduction condi- 
tions, the characteristic features of the reproduction process in the branches 
and the economic efficiency requirements aitogether have diverse effects on 
the bond between international socialist research and production cooperation. 


From the basic trends in the connection of international scientific-technolo- 
gical cooperation and the production specialization and cooperation and from 
the branch-specific conditions, it seems to us, the following typical variants 
of complex cooperation can in a generalized form be derived: 

--R&D cooperation, trading technological equipment and specialization and co- 
operation in production and in sales, based on a high level of standardization 
and matching (in electronic components, for instance) ; 

--commodity and methods development through division of labor, correlation in 
setting up production capacities and specialization and cooperation in produc- 
tion and sales (small-tonnage chemical production, in the olefin cooperation 
GDR-CSSR, for instance) ; 

--development and further development by way of division of labor of products 
and production cooperation in components manufacture to increase the efficiency 
in making end products, in machine tool and processing machinery construction, 
for instance; 

--cooperation in the development and further development of products and/or 
technologies and division of -abor manufacture and exchange of technological 
equipment, in joint rationalization and modernization projects, for instance; 
--and cooperation in project planning, plant construction and export of in- 
Stallations to third countries, through coordinated production, and delivery 
of parts of installations, combined with a more or less intensive scientific- 
technological cooperation, in buying and selling nonmaterial services, for 
instance. 
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The management of these complex processes can be made rational within the plan 
through the various forms of direct relations. The diversifications in the 
multilayered connection of international scientific-technological cooperation 
with production specialization and cooperation and the authorities given the 
economic units in the participating countries greatly affect the substance 
and structure of GDR combines’ direct relations with their partners. 


Growing Demands Placed on Combine Management for a Planned Connection of 
International Scientific-technological Cooperation with Production Specializa- 


tion and Cooperation 


The further deepening of socialist economic integration and the implementation 
of the main trends agreed on in the resolutions taken together with the frater- 
nal countries mke high demands on all the planning, management and economic 
cost accounting in the combines. The tasks resulting from the agreements made 
with the USSR and the other CEMA countries have to be "given life at once and 
at a high quality."16 


The multilateral and bilateral arrangements made in 1984 by the CEMA countries 
on science, technology, production and import/export determine the close con- 
nection of international scientific-technological cooperation with the produc- 
tion specialization and cooperation by the combines and the eocnomic units in 
the CEMA countries. Of great importance here is that the combines prepare 
their concrete ideas and suggestions in concert with the Soviet and other 
CEMA partners or coordinate them early in the game. Thereby they contribute 
significantly to preparing and implementing state tasks and plan quotas, |7 


In practice, this is a highly diversified process. In spite of that, due to 
the manifold integration relations in R&D, material production and import/ex- 
port, the following general demands are deducible from it: 


First, the planned connection of the international scientific-technological 
cooperation with the production specialization and cooperation has to be en- 
sured by the management process in the combines in conformity with the econo- 
mic requirements for comprehensive intensification, in the planning, balancing 
and contractual activities as well as in economic cost accounting and per- 
formance rating. Second, one must make sure that the relevant measures pro- 
vide all participating CEMA partners with important efficiency improvements. 


Both requirements must constantly be met in the managerial process. The 
planned connection of international scientific-technological cooperation with 
the production specialization and cooperation and its deliberate integration 
with the conceptions, plans, balances and contracts essentially help direct 
economic thinking and actions toward hastening the scientific-technological 
progress and enhancing its economic efficacy. 


Many combines, in particular, are intensifying their conceptual efforts in 
preparing the five-year plan. A key point there is the development of 
propitious and exportable products and technologies. Already in this management 
and planning phase, the combines adapt themselves to the demand from the 
Soviet economy and that of other contract partners. 











Through the 1983 resolutions on management, planning and economic cost ac- 
counting, decisive prerequisites and conditions were created to connect more 
closely in the combines’ management process the necessary processes and 
measures for international scientific-technological cooperation and inter- 
nationai production specialization and cooperation, whereby to enforce the 
economic responsibility assigned to each combine. In the entire management 
system of the combines (all the way to performance rating) the ~ole of export 
and of export effectiveness was thus raised in direct connection with the net 
profit. That is also served by the orientation to gear already the tasking 
workbooks to high efficiency targets (including high export lucrativeness) 
and obtain a higher efficacy of the plan for the efficiency targets in con- 
nection with product upgrading rates. 


Today it is especially important to provide more expertise for scientific 
prescience and deepen the cognitive lead for it. It has been found useful 
to work in a sequence, ratified by the general director, in preparing, im 
plementing, controlling and accounting for integration measures, to satisfy 
the demands for streamlined management in all links of management. This 
then amounts to qualitative management questions. 


The planned connection of scientific-technological cooperation with production 
specialization and cooperation presupposes that the different inter-state and 
international division of labor relations conform in being focused on the 
target of a given integration process that conforms with the economic interests 
of all participating CEMA countries. From this also can be deduced two general 
requirements from the combines’ practical experiences: 


First, the management process (despite all the differences in economic tasks 
among the combines) must in its totality as well as in its specific processes 
be geared to the international scientific-technological cooperation and the 
production specialization and cooperation, especially with regard to the ef- 
ficiency-enhancing effects. Second, the cooperation partners of the combine 
in our own economy must also be oriented to the efficiency target in the 
measures agreed on with the CEMA partners. Both things require taking better 
account in the planning and contractual documents of the connection of inter- 
national scientific-technological cooperation with the production specializa- 
tion and cooperation and economically shoring up the tasks. Then it is also 
necessary to elaborate and integrate the given tasks in their connection with 
economically relevant objectives and internationally signed agreements. That 
presupposes a constant conformity and agreement of the concrete tasks both 
with international contracts and with the combine's management documents. 
Through a complex inclusion of measures for international scientific-techno- 
logical cooperation and for the production specialization and cooperation in 
management documents, this conformity @K congruence become verifiable. It 
can be made clear whether and how the cooperation with the Soviet and other 
CEMA partners has in fact hecome an iniegrated part of planning, balancing 

and contract forming in the different phases of the reproduction process. That 
presupposes that international scientific-technological cooperation and inter- 
national production specialization and cooperation are aimed at bringing out 
at a good time scientific-technological results proper as to demands, at putting 
them into their own or their CEMA partners’ production, and at preparing the 
mutual trade of such specialized commodities. Concrete tasks about it are 
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spelled out in the science and technology plan, the investment plan, the 
production plan, the manpower plan, and the export/import plan. [In their 
entirety, these tasks are reflected in the socialist economic integration 
operations plan. 


Long-term Combine Refinement Conception and Planned Connection of International 
Scientific-technological Cooperation and International Production Specializa- 
tion and Cooperation 


The ways and weans of research and production cooperation with Soviet and other 
CEMA partners was given expression already in the combine's long-term refine- 
ment conception.1 


One must in particular provide a cognitive lead for how the planred connection 
of international scientific-technological cooperation with production specia- 
lization and cooperation can achieve the economic targets with optimum ef- 
ficiency. To the foreground then come those R&D, production and sales struc- 
tures and commodity assortments and technological processes that enable the 
combines to come out with stable, long-term, efficient production and sales 
policies. To that end, the development of needs of the USSR or other CEMA 
partners must be analyzed presciently and incorporated in the conceptual 
preparations for the five-year plan. 


While working on the long-term refinement conceptions up to 1990, it was 
found in many combines that a growing importance attaches to the planned 
connection of international scientific-technological cooperation with the 
production specialization and cooperation. This seeks great certainty for 
basic problems in the combine's long-range development. 


It is indispensable for combine management to work out in its long-term 
refinement conception the major measure: for the research and production co- 
operation with Soviet and other CEMA pat ners, relative to the combine's 
decisive performance goals. Guenter Mittag has emphasized mainly the quali- 
tative side of this development: "That includes mainly the intensification 
of this cooperation itself. It has long transcended the stage of coordina- 
ting the reciprocal shipment of goods and services. In the forefront we find 
the provisions for and the implementation of jointly coordinated projects that 
provide the economies with high gains in efficiency."19 The chief measures 
of international scientific-technological cooperation and of production speci- 
alization and cooperation are to be aimed at effective production substitution. 
In that one must react flexibly to the hastening of scientific-technological 
progress and the changes in the production and implementation conditions. 

As many combines have shown in practice, this presupposes that the variety 

of possible forms in international cooperation is made use of. That raises 
the requirements placed both on working with long-term refinement conceptions 
and on the plan coordination and contract preparation with the CEMA partners. 
The two management processes condition each other reciprocally. They are in 
part repetitive in character and in certain measures extend beyond 1990. 


Many combines ejreaty ware gathering fine experiences in preparing the 1981-85 


Five-Year plan. ® That also includes that in working out the refinement con- 
ception and in the plan coordination with the CEMA partners all responsible 
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structural units in the combine take part and the combine enterprises and 

the foreign trade enterprises (regardless of jurisdictional questions) also 
get drawn in. At the same time, the measures for international scientific- 
technological cooperation and production specialization and cooperation have 
to be coordinated early in the game with the Soviet and other CEMA partners 
when international contracts are being formulated. Combines that have already 
had experiences of this sort regard such well-timed understanding on the basis 
of continual contacts with the CEMA partners as an important prerequisite for 
conceptual work because thereby information on the partners’ interests in it 
can most certainly be included in the decision-making process. 


In elaborating ..‘g-term refinement conceptions, many combines pay special 

attention to tn ‘wsfer of scientific-technological data. That proves cf 
increasing benefit because it must be ensured already through the long-term 
refinement conception that no time is lost all throughout the reproduction 

process and its different phases. 


Experience in the combines shows that in working out the refinement conception-- 
and, for that matter, also in preparing the plan coordination and the inter- 
national contracts with the CEMA partners--the following steps are favorable 
ones: 

--Analysis of the stage reached in meeting requirements and comparing one's 
own economic and scientific-technological state of ‘evelopment with that of 
the internationally leading producers; 

--assessing the long-term requirement trend and the conditions for satisfying 
requirements, consideration given to scientific~technological development 
and the changes resulting therefrom in the requirement and market situation 
(relative to indigenous production, ancillary supplies, import/export) ; 
estimating the likely development of import needs by the participating CEMA 
partners and other potential buyers; 

-—-comparing demand trends and own R&D and production potentials and probing 
into variants for achieving performance goals by use of the international 
scientific-technological cooperation and the production specialization and 
cooperation; 

——proposing or establishing the most favorable variant for developing the 
combine's and its enterprises’ profile in R&D, production and sales (in- 
cluding export/import); and 

-——suggesting necessary decisions central state organs have to make from an 
ecanomic point of view or that have to be coordinated with CEMA partner 
countries. 


Working with Tasking Workbooks 


The research cooperation as well as the production specialization and coopera- 
tion leading to export or import greatly affect the economic and scientific- 
technological objectives in the tasking workbook. Objectives spelled out in 
the refinement conception (sometimes already settled on even in an inter- 
national contract) must be made still more specific and concrete in the 
tasking workbook. Demand and market analyses, world standard comparisons, 
prognoses for the scientific-technological progress and its effects on 
product quality as well as efficiency computations are the requisite instru- 
ments for preparing proper tesking workbooks. 
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In accordance with the resolutions on management, planning and economic cost 
accGusting, the objective set down in the tasking workbook and in the inter- 
national contract is made effective in terms of the plan and of balancing 
throughout the subsequent management process. Surveys in combines have 
ascertained that in international cooperation various forms of preparing 
tasking workbooks have surfaced. For instance, for a number of measures 
tasking workbooks are prepared long ahead of the specialization and coopera- 
tion contracts or the delivery contracts to create a science lead for produc- 
tion and some specialized export. Essential targets in the tasking workbook 
are then coordinated with the main foreign user. 


What matters here is further to develop the products, on the basis of long-term 
specialization and cooperation relations, and in line with the development of 
scientific-technological progress and with users’ needs or to substitute for 
them by new products. International cooperation then often extends to a joint 
standardization and the elaboration of economic and scientific-technological 
targets (such as price, quality, delivery deadlines and volumes). 


If however scientific-technological results are to be produced by way of a 
division of labor and new technologies or commodities are to be put into pro- 
duction, a tasking workbook normally can only be prepared after the delineation 
of tasks as among the CEMA partners. The overall objective for these measures 
is then crystallized in the international contract. 


The CEMA countries are inclined to seek to carry out their research coopera- 
tion with the idea of making their production cooperative as well. There one 
has to cope with the complicated task then of finding long-term agreements on 
the valuta price for the specialized commodities with the CEMA partners even 
when the research cooperation gets started, because the price it is, ultimately, 
by means of which the effectiveness of cooperation can be computed. That makes 
high demands on the level of pricing efforts so as to make deals with the 
partner for the period the contract is in effect. That conforms with the 
general obligation to wor out price and cost ceilings when a topic is ini- 
tiated (level K 1 or V 1) 1 or when the tasking workbook is scrutinized. 


Practice has presented some problems in providing technological assessments 
for processing expenditures 8 weeks prior to level K 1, this especially for 
products without antecedents. This requirement is necessary, however, because 
the future market efficacy and export effectiveness depend on it. 


In getting started on a research task and on tasking workbooks, while general- 
izing this and other experiences, at least four aspects must be taken account 
of from the vantage point of international cooperation: 

1. What is the international science and technology trend and what changes 
are suggested by it for production technology, production costs and product 
quality? 

2. What opportunities result from coping with the research task for export 
development, for strengthening the combine's export capacity (export volume 
and profitability)? 

3. Can that task be resolved better and more efficiently through international 
cooperatin in R&D, production and sales? 

4. Can a multivalent use be derived from the scientific-technological outcome? 
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As experience has shown, the scope and efficiency of the international eco- 
nomic and scientific-technological relations by and large determine the cost 
structure and level in research and future manufacture. Tasking workbooks 
should pay more attention to those connections. The planned connection of 
international scientific-technological cooperation with production specializa- 
tion and cooperation ultimately has to lead to a higher scientific-technolo- 
gical level of products and a great cost reduction per use value unit for 

all the cooperative partners and, consequently, also be reflected in the 
combine's performance parameters. 


Uncompromising Commrison with International Standards 


For an economic diffusion of the refinement processes and for evolving an 
effective production and sales structure in accordance with the criteria for 
comprehensive intensification, international comparisons are an indispensable 
instrument. International comparisons “are to be drawn on generally to eva- 
luate results achieved or conceived."22 They thus are an important point of 
departure for working on both long-term refinement conceptions and tasking 
workbooks. 


World standard comparisons can meet these demands as well as the utilization 
of their potentials primarily when the international comparison of technical 
and quality parameters is linked with international economic comparisons. A 
complex world standard comparison illuminates not only the requisite technical 
level of new or further developed ‘products and technologies, 3 but also im- 
portant trends in the cost and price curves and their influence factors. 


From that can and must the scientific-technological and the technical produc- 
tion achievements be derived t»at are needed to make top products at the 
lowest possible costs. A crucial question here is if and how through inter- 
national research and production cooperation the kind of effective conditions 
can be created that will make possible a future production at a comparatively 
lower cost level. A high technical level in products alone, even when inter- 
national market prices are obtained, does not automatically guarantee the 
combines a favorable cost/benefit ratio, which expresses itself, inter alia, 
by a high export profitability. What always matters is whether the antici- 
pated result, including the production and sales conditions, ultimately 
reaches, even in terms of costs, the level of the leading producers and there- 
fore is of interest to our own economy and to the CEMA partners participating 
in such international cooperation. Ascertaining future export profitability 
is a meaningful handle for a realistic world standard comparison. 


From international price comparisons and prospective pricing trends, ceilings 
for prices and costs can be determined with a fair degree of accuracy. While 
observing the substantive content of export profitability in world standard 
comparisons, 4 it makes sense to combine their analysis with a comparison of 
specific cost factors that greatly affect the cost/benefit ratio. That makes 
it easier to find the factors that are decisive for the future export profita- 
bility. Provided the given market prices are obtained, the amount of export 
profit largely depends on the factors that determine the size of the operations 
costs (e.g. production volume, working time per product, material and energy 
use per product). 
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Improving the Working with Balances 


If the combine is to gain a great performance increase from planned research 
and production cooperation, the fulfilment of delivery and performance obli- 
gations according to contracts must be ensured along with the growing inter- 
national socialist division of labor. That holds true for the scientific- 
technological results as wel’ as for mat“rial deliveries and performances. 

No side of the participating CEMA partners must permit uncoordinated devia- 
tions from international agreements. That requires, it seems fo us, accurate 
balancing in each economy involved in international cooperation. 


At the economics conference Gi«ater Mittag defined planning and balancing 

as the decisive foundation for socialist economic management and the chief 
instrument for ensuring a planned proportionate development. "By way of 
balances, reserves for higher production and the improvement of the cost/ 
benefit ratio must constantly be mobilized. Balances containing high per- 
formance objectives are an important economic condition for the combines and 
enterprises to be able to produce according to plan, steadily, properly as to 
needs and with high efficiency."25 


A number of combines must, time and time again, make decisions on mataially 
securing tasks within the scope of international cooperation that will become 
ripe only during the next five-year plan period. To obtain the efficiency 
goals assigned and solve the relevant structural questions in R&D, production, 
sales and procurement, more importance has to be granted to long-term balancing 
activity covering the whole time frame of those integration measures. Such 
decisions are of a nature of a long-term prebalancing. They must remain trial 
balances, however, because in the implementation phase the conditions and 
interests of the CEMA partners involved may change and it may become necessary 
to revamp the conformity of interests. 


Experiences in the combines surveyed generally produce the following evidence: 
For the planned connection of international scientific-technological coopera- 
tion with production specialization and cooperation, balancing activity must 
account for the necessary means for R&D as well as for the transfer of 
scientific-technological data into production, the decisive ancillary supplies 
and the exports/imports. Thereby the tendencies toward more long-range pertods 
will objectivety become subject to balancing in the combines. 


Growing Responsibility in Properly Contracted Research and Production Coopera- 
tion 


In the planned connection of international scientific-technological cooperation 
with production specialization and cooperation, great importance attaches to 
international contracts and their expert formulation, realization, supervision 
and settling of accounts. Important changes are taking place there in prac- 
tice. Three manifestations there are of central importance: 


First, to establish in international agreements (accords and international 
commercial contracts) the connection of international scientific-technological 
cooperation with production specialization and cooperation, those contracts 
stand up well that proceed from a complex cooperation in R&D, production and 
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sales and procurement. Thereby it becomes possible 

--to draw up both the objective and the approaches in conformity with the 
participating CEMA partners, 

--to spell out the respective tasks of the CEMA partners accurately and with 
unequivocal specifications and integrate them accordingly with domestic plans, 
balances and contracts, and 

--to ensure a quick transfer of results to international cooperation. 


Second, as practice shows, it is necessary to set down in international con- 
tracts more concrete tasks for each participating CEMA partner for improving 
the quality of R&D itself, for trimming expenses and costs and for a more ef- 
ficient use of investment funds in conformity with the given domestic tasks. 

In particular it is necessary to set down, when contractual arrangements are 
made on the basis of commodity-money relations, even while such a contract is 
being signed, and together with the scientific-technological objective, the 

contract prices for ‘he products. It is useful to make arrangements as early 
as at that time about reciprocal deliveries and about entering third markets. 


Third, there is a growing importance of multilateral agreements for elaborating 
uniform standards and nomenclatures. Multilateral relations constitute an im- 
portant premise for bilateral cooperation in R&D, production and sales and pro- 
curement. When a contract is being drawn up, one must establish more con- 
sistently still and as accurately as possible any economic constraints that 
might be put on the producers or the consumers during the international co- 
operation (e.g. a changed energy situation, releases or bottlenecks in R&D 

and production capacities, altered manpower structures). 


That can be done better when the competent foreign trade sectors and the 
foreign sales and procurement organs take an active part from the outset in 
the conceptual work, the tasking workbooks and the drawing up of international 
contracts. With it, it has been found useful for representatives of the 
scientific-technological and producing sectors in the combines to have a 
direct role to play in the export/import activities of foreign trade organs 
because more and more science-intensive or technologically intricate products, 
performances and results are created jointly within the framework of inter- 
national cooperation and are being traded. Important impulses for the planned 
connection of international scientific-technological cooperation with inter- 
national production specialization and cooperation emanate in a given repro- 
duction and management process from the close cooperation of R&D and produc- 
tion sectors in the combines and the foreign trade organs. 


Experiences are available: in the combines of machine building and the chemical 
industry on settling property issues in commercial international relations. 
They tell us that it is good clearly to settle contractually the disposition 
authorizations regarding products and performances (including scientific- 
technological results). That relates, e.g., to patent and copyright matters 
and to, pe-export and cooperation relations within the participating CEMA coun- 
tries. For an undisturbed, properly contractual fulfilment of international 
contracts also ensuring domestic cooperation relations, in particular, is in- 
dispensable. Ultimately, the intensification of the economic and scientific- 
technological cooperation has to contribute to the mobilization of all poten- 
tials of the combines and the economic units in the CEMA countries and the 
strengthening of their potentials for dynamic economic development in each 
country and in the socialist community of states. 
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INTERNATIONAL AFFAIRS 


(EMA PRICE-FORMATION STATISTICALLY COMPARED TO WORLD PRICES 
Stuttgart OSTEUROPA WIRTSCHAFT in English Vol 30, No 3, Sep 85 pp 163-180 


[Article by Jozef M. van Brabant of the Department of International Economic 
and Social Affairs of the United Nations Secretariat in New York: "World 
Prices and Price-Formation in Intra-CMEA Trade: Selected Empirical Evidence"™] 


{Text} 


The article lvoks at the key principles of intra~CMEA price-formation and analy2c~ ‘st.~fly the sa- 
lent features of the trade data of centrally planned economies. A broad empirical test applied to 
16 individual pnmary commodities is then discussed and analyzed with a view to verifying the offi- 
cial pnce-formation principles and to taking issue with the contention of some scholars that the 
price-reference base has recently been reduced to three years. The empirical results refute the latter 
contention, yield on the whole confirmation of the price-formation principles in the case of some 
goods. at least when comes to price changes, but indicate growing uncertainty as one takes into 
account non-fuels and agricultural products. 


There arc three main problem areas regarding the specification of the salient features of 
price-formation in trade among the centrally planned economies (CPEs)', even for those 
that ate members’ of the Council for Mutual Economic Assistance (MEA). birst, the 
lincrature holds different views about the key principles of how CPt:s intend to build up 
then tepional trade prices. Second, Eastern European specialists have advanced widely 
different interpretations of how these principles arc concretely (pplied in trade ncgotia- 
tions. linally, the literature is far from unanimous about the extcnt to which these guide- 
lines determine actual prices. Elsewhere (BRABANT (1983}) | have argucd in great detail 
that there are pronounced divergences between the theory and practice of prie-foima- 
tics in intra~CMEA trade in general, and between prices for trade cleared in transferable 
rubles (TR) and convertible currencies; moreover, the price determinants of different 
commodity groups and of commercial flows induced by various alicrnative types of re- 
pional economic arrangemems in the CMEA context are not uniform. 


The goal here is threefold: to evaluate the relationship between 1 R- and world market 
prices (WAIPs), to generalize the earlier findings and conjectures based on the investiga- 
tien of the behavior of petroleum (BRABAN1 {1983)), and to re-examine oil-pricing poli- 
cies in view of the elaboratc arguments recently presented by Gorman scholars to the cf- 





" See Bragant {1983} for an evaluation of the theory of price-formation and Brabant (1984) for the 
wn eeiereseali psiessin the contem of modium- toleng tenn wade end conperation agreement ia 


. "- Council's active Furopean members (Bulgaria, Czechosiovakia the German Democratic 
Republic (GDR), tiungary, Poland, Rumania, and the Soviet Linton) only will be nvestipated 
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tect that the USSR has been basing its 1 R-prices on a thice-you average of WMIPS since 
1980". The first section sumunarizes the key principles of intra-<CMLA price-lonnation. 
The nature of the data available for statistical usc is Clanfied next. A broad test of the 
price-formation principles for 16 individual primary Commnuditics ts discussed im sec- 
tion IIL. The possibility of a shift in reference base is taken up next. The final section 
places the empirical results in the broadcr context of the quantitative and qualitative li- 


1. Salient Features of lntra~CMEA trade Irices 


Price-formation principics and determinants may be divided into four ticrs accurding to 
the phase of the cycle from which CMLA trade agreements normally cmanatc. These 
diffcrent stages may yield, in chronological order, base, reference, contract, and transac- 
tion prices (BRARANT [1983}). The base price is the concrete WMP that the (Pts select as 
the basis for the reference price. The latter is the average WMI’ of a predetermined peri- 
_od and relevant market(s) that partners agree upon bilaterally. It nay, however, also be 
applicable to more than two participants. The contract price ts the one that partners set- 
tle upon in the process of bilateral trade negotiations. Finally, the transaction price ts the 
one at which actual trade is invoiced. These four prices may, but need not, differ from 
each other. 


In addition to the phasing of prices according to the degree of commitment in the se- 
quence of negotiations that lead up to actual transactions, identical commodities even 
from the same exporter may have very different prices at any stage of the negotiations 
depending upon the partners involved, the type of currency used. the degree of specific 
market tension, the type of protocol that regulates the transaction, and the ese with 
which WMPs can be identified and agreed upon*. In other yords, there 1s no ready re- 
cipe, logically or empirically, for selecting CMI-A trade prices. This considerably com- 
plicates the formulation of plausible hypotheses and placcs extra demands on the 
quantity and quality of the data required to verify any realistic conjecture one may wish 
to entertain. 

Since 1976, current intra-~CMEA prices are said to be based on average WMPs of the 
preceding five ycars*, in contrast to the fixed price-base for the period up to 1974 or the 
three-year average allegedly used in 1975. However, these principles pertain only to 
“regular” trade agrecments cleared in TR. Furthermore, for practical purposes, this price 
mechanism can only apply to goods with a readily iWentifiable counterpart in world 
trade. Any realistic test should therefore be applied to properly selected and well iden- 
tifiable commodities transacted at TR under regular trade agreements. 


Elsewhere (BRABANT [19%3) and |19%4}) I have argucd at some length that crude petro- 
leum would be quite suitable as a litmus test. Accordingly, the prices for oil reported in 
regular intra-CMEA trade cl-ared in TK were confronted with the proper averages of 
WMP, suitably defined for Saudi Arabian Light (Ras Tanura) and proper exchange 
rates for the dollar. This cxercise showed that: (i) the absolute TR-price for crude has 


* This alicgation has been presented most unamityguously un He iin MENG NS [T9R A, 96 °R: Com. 
nti Sin [1983] 917: and Harnocne-tlored (1983) pp. 1069 1070, 

* bor details of this morphology, sce Baanan: (1983), sectiun § 

* Up until 1974, the reference price was an average of a fixed period that way changed infrequently. 
at intervals of five years or longer. 
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never closely approxumated the “official” average of the conesponding WMIPs; (ii) 
changes in the two price serics have been closely correlated ; and (iii) a statistically supe- 
rior fit, though not always significant, was obtained for an average of WMPs convericd 
into TR at the end-year dollar rate of the valuta rubic*. These results, | repeat, were ob- 
tained for a well-defined, standard, and highly important product that has been in the 
foregruund of trade developments and policy discussions in the CMEA at least since the 
carly 1970s. Can these results be gencralized ‘» other goods, possibly all trade? 


11. Empirical Problems 


Published trade data are characterized by a number of shoricomings. Furthermore, the 
interesting details of actual trade negotiations and individual commercial transactions 
are virtually never disclosed; when they are it is very difficult to verily them. For these 
and other reasons, it is nearly impossible to te«t, with the aid of standard statistical tech- 
migucs, many plausible hypotheses regarding the relationship between CMEA and 
world prices. As shown carlier for crude petrolcum (BRABANT {1984}), an exception can 
probably be made for trade cleared in 1R’, particularly in the case of standard goods. 
This paper extends the empirical analyses reported carlier to a basket of 16 relatively 
standard commodities for which reference WMPs and TR-prices can be constructed. 


In order to test more generally whether the CME-A pricing principles are in fact appli- 
“able it is necessary to examine individual commodity prices in CMLA and world trade 
ower a number of years. With some exceptions, individual prices of any of the four re- 
»imes mentioned above are not available. Al any rate, there is no systematic information 
on individual commodity prices that would permit standard statistical inference over a 
\airly long period of time. Some CPEs* publish quantum and value data in their general 
statistical, or foreign trade, yearbooks. Unfortunately, the unit valucs thus obtained are 
not very good surrogates of the prices required for the above test for a number of rea- 
sons, including: (i) the mixture of TR and convertible currency pricing in intra~CMLEA 
trade: (ii) the hetcrogencity of the “commoditics” or commodity classes listed; and (ii) 
the different regimes under which identical goods are traded in any given bilateral rela- 
tionship’. 


The best statistical information that can be accessed are the Hungarian commodity 
price indices in ruble-denominated trade. Aside from the fact that they are prices ob- 
tained in different currency settlements, the precise parameters of these data are unfortu- 
nately not known. This considerably complicates the derivation of the corresponding 
WMPs. Nevertheless, for some products a plausible scrics of WMIs can be constructed 
which permits the comparison of 1R-prices with what should have prevailed if the pric- 
ing principles had been applicd consistently. 


* With the advent in 1977 of pegging to a weighted basket of convertible currencies, the nominal 
dollar valuc of the valuta ruble and IHC 's TR started to diverge. However, fer lack of publicly quot- 
ed exchange rates by the International Bank for Poonomic Cooperation (IBEC), a number of cartier 
computations were, of necessity, executed on the basis of the dollar rates of the USSR’'s ruble. | now 
have average annual dollar exchange rates of the TR, but not yet a Consistent scrics for end-year quo- 
tations, and | therefore could not utilize the more appropriate dollar rate of the TR in all computa- 
tions. The potential bias ts evaluated below. 

* Unless explicitly tated otherwise, the TR will be uscd here imterchangeably for the USSR's valu- 

‘ta ruble. However, the one-to-one relationship between then ts not preserved vrs-a-res many other 
currencics, including the dollar, Whenever thes broken cross-patity may play a role, 1 R-prices proper 
| will be wentified separately from valua ruble prices. 
* Only Crechoslovakia, Hungary, Poland, and the USSR publish information from which cs pert 
and impor unit values for sciected commodities can be constructed, at least lor some recent years. 
* Some of these problems would, of course, also occur if avcrage unit valucs in TR transactions 
proper were available. 
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The Hungarian price indices for TR-denominated transactions (in KAA and KSE) 
mitigate, but they do not fully climinatc, the distortions mentioned above. | or a number 
of primary commodities, these indices ofler magnitudes that appear to be comparable to 
WMPs. Since, in principic, TR-price uniformity prevails, the Hungarian cxpencnce 
should be indicative of CML-A-wide developments. Hence the Hungarian data will be 
used here for the following commoditics; aluminum, coal, copper, cotton™, crude oil, 
gasoline, heating oil, heavy fuct oil, ion ore, lead, maizc, natural gas, phosphate, rulsber, 
wheat, and zinc''. The corresponding indices for WMPs are constructed on the basis of 
internationally compiled primary commodity price data, as explained in the appendix. 

The commodities selected are all among the primary ones for which standard price 
quotations are available. They fall into four categories: foodstulls. fucts, metals, and 
non-food agricultural products. In the past 1S years or so, the WMP of these goods have 
greatly Muctuated but these substantial moves are not necessarily, and at any rate not im- 
mediately, incorporated into the CMEA price formula. Furthermore, particularly for ag- 
ricultural products, prices have continued to be subject to special regimes which are not 
necessarily mimicked in the CMEA. But there need not be a close relationship between 
the standard product and the corresponding (MEA good for other reasons as well. In 

the case of metals, for example, various grades of ores, different processing stages, or 
simply trade classification cntries that are at a higher stage of aggregation than the stan- 
dard good for which WMP’s are availabic can lead to sizeable distortions. For lack of 
cmpirical details on WMPs, little can be done about these biases. Their potential magni- 
tude and repercussions on the empirical inquiry will be looked at in section V. 


111. The Empiricai Relationship Between CMEA Prices and WMPs 


The selected WMPs were averaged as per the CMEA price principles and converted into 
TR or Soviet foreign exchange rubles at alicrnative cxchange rates (see appendix). In 


principle, the following should hold cxactly'?: 
hh 
PC,=PR,=— >° WMP, fort> 1975 and k= 3 fort = 1975 (la) 
tmt-1 
k=5 t> 1975 
' i-6 
-- WMP, for 1965? <1 < 1975 (1b) 


jwt-t 


where PC is the actual 1R-price in intra-CMIA trade, PR the average of the reference 
WMP, { the first year under the old price regime in which the new price base was imple- 
mented, t current time, and k the number of years over which the averaging is to be com- 
puted. In view of what was said above, the right-hand side of (1) is not easily quantified 
and is subject to some margin for negotiations. Instead of an exact relationship, perhaps 
“something like: 

PC, = (PRY (2) 


” The behavior of prices for two types of cotton (cvtra long F pypt and mediam US Memphis ter- 
ritory) was examined because it is not clear ofthand what the proper rclcrence for, cluefly Soviet, cot- 
ton should be. 

" Prices of other goods are available, or unit values can be derived, from KAA and KSE. However, 
1 could not identify proper WMPS for a sulficiently long pened of tine. These data can be tested but 
in a different conceptual and statistical frame of refcrence on which this author es presently engaged. 

2 ‘the averaging over a fixed five- oF six-year period before 1975 pertained roughly to the ten years 
between 1965 of 1966 and 1974. Prior to the and. 1Y60s, a ore. oF two-year reference base, possibly of 
a distant past, was more common. 
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could hold, with the precise functional form being esscntially unknown. However, the 
preliminary findings regarding the determinants of oil prices previously discussed, a 
rough comparison of absolute orice levels expressed at 4 common official exchange rate, 
and a number of practical considerations suggest that a stochastic relationship exists be- 


tween PC and PR; the double-logarithmic form could be an appropriatc specification of 
(2)”: 


log PC, =a +b log PR, + u, | (3) 
where the error term, u,, is assumed to have mean zcro and constant variance. 


This model essentially posits that changes in WMP, rather than absolute levels, are 
transmitted into the CMEA price formula chiefly because: (i) transaction prices, particu- 
larly for “standard” goods, have evolved from intra-MFA price levels that gradually 
emerged in the first postwar decade when the precise formative role of WMPs was far 
from transparent; (ii) transaction prices are hammered out bilaterally and one basic 
guideline in the negotiations must be the transmission of broad changes in WMPs: (iii) 
1 R-prices especially for many bulky and primary goods include the half-freight charge'*: 
and (iv) the stage of processing, the specific characteristics of the goods under investiga- 
tion (such as metal content of ores, moisture in grain, and impurities in primary encrgy 
carriers, the volume of the transaction, and other important commercial parameters are 
likely to affect the price level but not necessarily changes thercof, except when the pro- 
cessing cost of extracting the components itself changes. 

The logic of the Bucharest principles would suggest a conversion of WMI’s at average 
annual exchange rates of the TR. However, therc has never been a clear-cut official state- 
ment to that effect and earlier experiments with oil prices tended to indicate that end- 
year exchange rates yiclded, albeit marginally, better results to those obtained from se- 
ries converted at average annual rates'*. Owing to this uncertainty, four different dollar 
exchange rates of the Sovict rublc were explored in carlier experiments: average annual 
and average December ratcs of each reference and of cach negotiation year. On the 
whole, the conversion at average December rates tended to yicld superior results but not 
in all cases. In what follows, the data are based on average annual 1 R-ratcs of the nego- 
tiation year"®. A comparison with some of the earlier results will disclose some clues for 
preferring average annual over average December exchange rates and of which refer- 
ence period. 


Against the above backdrop, equations of the form (3) with alternative specifications 
for converting WMPs into TR or rubles were run for two periods: 1971-1983 and 
1975-1983. The starting point of the observation period was dictated by the fact that TR- 
prices for carlier years'’ were allegedly based on reference WMI’s for 1960. 1964. Lor 
most of the commodities selected herc, comparable price series do not extend that far 
hack and the first five-year average of possible interest to the CMEA can be computed 


"All equations were run in lincar as well as in boghinear form. Only some of the latter are reported 
here, but other results are available upon request. 


* 1.¢., the nominal f.0.b.-price based on some reference WMP ts augmented with half of the tans 
portation charge that would have been incurred if the product had to be unported from outside the 
(MEA. 

* The anly positive confirmation that average annual exchange rates of the TR of cach refer once 
year known to me is in Sractk (1984), pp. 438. 439. This reference ts sand to reflect a decron of the 
CMEA's Standing Commission for Currency and Financial Problems, but further details arc lacking 

* The results for the other specifications are available upon request. those based on Decenaber 
valuta rable rates of observation years are wi Heanant (1984 a). 

" The new 1K-prices based on averaged 1966 1970 WMI's were actually phased in over 
1971. 1972, depending on the particular country and commodity involv cd. | or details. sce Maanans 
{1983}, section 3%. 
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only for 1971. In spite of the relative brevity of the available serics, alternative observa- 
tion periods were adopted for two reasons. For lack of data regarding relevant WMPs 
for the second half of the 1960s, it was impossible to document a sample for 1971-1983 
for several of the selected commodities. Moreover, even if a longer series could have 
been constructed, it was felt necessary to test for a break in the “sample structure”, 
among others on account of the re-interpretation of the “Bucharem principles” in carly 
1975 and the very sharp changes in absolute and relative WMPs in the 1970s. These scm- 
inal shifts must have motivated the CPEs to scrutinize more closcly the application of 
the formal price-formation principles particularly for rather well-defined (fuels, raw ma- 
terials, and semi-processed goods for which WMPs are publicly quoted in international 
commodity exchanges. [he estimated results are detailed in table 1. 


lable 1: Estimated loglinear relationships between intra-~CMEA and world prices 











Observation h-coctli- Rr Durbin- Stan- 
penod cient Watson dard 
error 
1. Fuels 
Coal 1975 19R3 ORSS 7385 =O RW 0.521 0.070 
Gas 1975 - 1983 1.043 14310 0.969 0.775 0.090 
Petroleum 1971-1983 U870 55.100 0.996 1.568 0.050 
1975 19%} 0.937 W749 UWE 1.253 0.022 
Gasoline 1975-1983 1.018 26056 860.990 1.732 0.057 
Ciasoil 1975 - 1983 868 21.748 8§=60.985 1.418 0.063 
eating oil 1975-1983 0.994 16.299 0974 0812 0.081 
2 Non-fuel minerals and metals 
Phosphate 1971-1983 1 ORO 9945 0.900 0.669 0.200 
1975 - 1983 1.700 3.968 860.692 0.522 0.210 
Iron ore 1971 1983 OR4 9050 = =ORK2 1.018 0.078 
1975-1983 1.26% 909 0922 1.187 0.055 
Aluminum 1971. 1983 O87} 20421 0974 1.579 0.049 
1975 - 1983 0.915 3.206 «=O. WS 2.244 0.022 
Copper 1971 1983 0.020 1.125** 0.630 0.716 0.006 
1975. 1983 0.038 2215* 0.755 1.058 0.005 
Lead 1971 . 1983 0. 89x 11.262 0920 1.300 0.099 
1975. 1983 0.876 19066 = 0.981 2.005 00s 
Zinc 1971. 1983 120 5938) = 0.764 OR13 0.278 
1975 1983 ~ 1.02% ~ L927R°* 0.348 1.040 0.172 
1. Non food agricultural raw matenals 
Cotton(L) 1971 1983 0641 18.797) =6«09SR 1.238 0049 
1975-1983 0.%1 12.144) §=60.955 1499 0.024 
Cotton (M) 1971-1983 0.677 19669 80.972 1630 0.040 
1975 . 19%3 0.745 649 0975 1.855 0.018 
Rubber 1979- 1983 0.404 4232 O8S8 1.678 0.038 
4. kood raw materials 
Wheat 1971 1983 oxw $225 0.715 1948 0.177 
1975. 1983 1.143 joer? 0.197 0.927 0.212 
Maize 1971 1983 1M? 8.55% 0870 1.289 0.144 
1975. 19K3 14057 35460— OOH 1642 0.067 





The t-statistics without asicrisks arc significant at the 9 percent level. Those with one asterisk are 
statistically insignificant at the 9S percent level and those with two astersks only at the YO percent 
level. All evaluations are hased on a one-tailed test, since the hypothesrs is that 6 approximately 
equals |. Since the sample inveriably falls short of 15 observations, the significance of the Durbin- 
Watson statistic 1s not evaluated. 
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Provided WMP’s have been correctly identified and averaged, adherence to the Bu- 
charest principles should yield approximately unity as the value of the elasticity parame- 
ters. Offhand, the relationship for the period since 1975 should be better than the one for 
the long period, owing to the fact that the re-interpreted Bucharest principles have prob- 
ably been observed much more closely for the former than for the latter period. The 
computations tabulated here and others available on requcst show that, in several cases, 
the above expectations are in fact far from being confirmed. It may be instructive at this 
juncture to discuss briefly the overall econometric results, the divergence from one or the 
clasticities, the surprising differences between the results for the two observation periods 
and the various groups of commoditics, the effect of alternative exchange rates, and why 
the results differ so much from the a priori expectations. 


1. cconometric results 


(iood relationships are obtained for some commodities, especially for the long scries 
even in some instances where the elasticity value turns out to be insignificant or not dif- 
ferent from zero; for others, however, the results appear to suffer from serial correlation, 
usually of the positive kind, which probably distorts some of the measured variances". 
The strongest relationships hold for the various kinds of fuel in the sample and an ade- 
quate fit is obtained for most metals and non-food agricultural raw materials; for the re- 
maining commodities, however, the relationships are not very robust, particularly in the 
short observation period. Whenever the determination coefficient diverges significantly 
from unity, it may be suspected that there are other determinants of the TR-price, in ad- 
dition to the identified WMP. which may, but need not, indicate a violation of the offi- 


2. The estimated coefficients 


The values obtained for the elasticity parameter clearly exhibit a wide spectrum and in 
many instances they significantly diverge from one - the value that should ideally have 
been obtained. Usually such a result is accompanied by comparatively low values of the 
determination coefficient, but there are some important exceptions (including coal, cot- 
ton, iron ore, and maize). In a number of cases, however, the estimated elasticities do not 
differ from one in a statistically significant sense. This is especially so when allowance is 
made for the “half-freight principle,” which applies to nearly all of these commodities. 


According to the Bucharest principles and their extension, the estimation should have 
been performed on: 
log PC, = a’ +b’ log (PR, + F) +0", (4) 


where F, stands for the “half-freight” charges incorporated in TR-prices. Depending up- 
on the initial values, the elasticities of 3.3 and 3.4 may be quite different. However, in 
many instances in the 1970s, WMPs clearly surged ahead faster than transportation 
charges. Hence even if the estimated elasticity of 3.4 were close to one, 


6<f if PR, > Ff, (5) 


where the dot over the variable signals growth rates. This may be one of the explanations 
for why many elasticities are smaller than unity. 


There are, however, a number of instances in which the divergence from once ts statisti- 
cally significant at the 9S percent confidence level, even in the case of good fits, appar- 





™ However, the Dunain- Watson statistic is not well defined in the case of small samples, as here. 
and the existence of serial correlation in small samples ts hard to vernty unanbygucusty. 
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ently for other reasons than the omitted {reight charge. The commodities in this category 
include: aluminum, coal, copper, cottun except L in the short period, gasoil, lead in the 
short period, maize in the long period. petroleum, phosphate in the long period, rubber, 
and zinc in the short period. For most of these products the determination coefficients 
are high (they typically exceed 0.9). Copper, of course, is a case by itself with the estimat- 
ed relationship essentially yickding a constant valuc. 

' The two observation periods 

Perhaps the most surprising result is that the pricing principles do not appear to have 
heen observed more closely since 1975. One would have expected the elasticities to be 
closer to one and to be more significant than what is observed for the longer series. 
I hese expectations are fulfilled only in a few cases out of the 10 estimations. For alumi- 
num, cotton, maize, petroleum, and wheat the elasticities come closer to one; the deter- 
mination coefficient and the t-valucs improve, except for cotton, maize, and wheat; the 
1} ReIN- WATSON values come Closer to 2, except for petroleum and wheat; and the stan- 
«lard errors decline, except in the case of wheat. Some marginal improvement is obtained 
tus copper. For phosphate and zinc all indicators deteriorate, sometimes very sharply, 
excep the standard error and the Duxsin-Warson for zinc. In the case of iron ore and 
lead, while the elasticity moves away from unity, there is some improvement in all other 
statistics. The sharp difference in the results for the two periods for cotton (L), iron ore, 
maize, phosphate, wheat, and zinc are not at all transparent, but the particular indicators 
of WMPs chosen for this exercise may well fall short of what should be a reasonable ref- 
erence for the Hungarian TR-price indices (see section V). 


4 Commodity group stratification 


Ihe estimated equations are generally significantly better for well-defined products 
traded in established world markets. Intra-~CMEA prices for agricultural products do 
not seem to move closely with WMPs possibly for a variety of reasons, especially the fact 
that “incentive prices” are frequently negotiated for key agricultural products (see in 
particular Marfitrk (1984), pp. 11 ff. and Mirroranova (1982), pp. 141 ff). Given the 
persistent shortages in domestic foodstull production in the CPEs in recent years, severe 
problems in global food trade since the early 1970s, and sharp price Muctuations in the 
1970s, it should not be surprising tc ‘earn that there is no simple one-to-one relationship. 
Intra~CMLEA prices appear to be determined largely by movements in WMP’s but the lat- 
ter’s proportional changes are apparently asynchronously (transmitted to be CMEA (ex- 
cet for maize in the short observation period). In the case of the metals and minerals, 
the results are strongly mixed. Copper is clearly a case all by itself. 


5S. The exchange rate 


Whether WMPs are converted into TR at average annual ur December exchange rates 
cither of the negotiation year or of the observation years is a mattcr that the experiments 
here cannot answer for lack of a consistent scrics of end-ycar exchange rate quotations. 
However, there is probably sufficient similarity between the behavior of the TR and So- 
. Viet valuta ruble to infer about the TR on the basis of the results obtained from valuta ru- 
ble conversions. Regarding the latter, the estimated statistics appear to improve system- 
atically with variables computed at the average December exchange rates, but the results 
are mixed - as are th.we expressed in average annual TR | as far as the choice of nego- 
tiation over reference year is concerned. In virtually all cases in which “good” [its are ob- 
tained, particularly for the long period, the average December rate of each reference 
year appears to do slightly better than the one of the negotiation year, bul the differences 
are generally not statistically significant. With regard to the short period, however, the 
statistical features are without exception at least as good for the conversions with aver- 
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age December rates of the negotiation year than for those with avcrage December rates 
of each reference year". lt bears to note here that this would appear to conflict with what 
Sratex reported as the official policy pursued within the TR-clearing of IBEC (SraCex 
{1984}). However, as noted, these inferences can be confirmed robustly only after testing 
a Consistent senes of end-year exchange rates. 


6. A preluminary evaluation 


The exercises reported here ind?:ate that intra~CMEA trade pricing is by no means a 
straightforward matter. However, this is a tentative conclusion since some experiments 
suffer from conceptual or empirical problems, or both, that could not be removed at this 
juncture. For metals the exercise suggests almost unambiguously that alternative refer- 
ence WMPs should be explored. In the case of foodstuffs and most non-food agricultu- 
ral raw materials, it would appear to be useful to investigate further the concrete CMEA 
pricing practices before alternative reference WMPs and possibly reference periods can 
be specified. One such experiment was explored as a by-product of the investigation of 
the alleged shift in price reference base in the USSR's exports of oil to the GDR. But first 
the background and merit of that hypothesis need to be explored. 


IV. Oil Pricing and CMEA Price-Formation Principles 


The case made here for the broad applicability of the official (MEA pricing principles, 
particularly for fuels and some other standard goods, tends to contradict the contention 
that since 1980, at least in trade with the GDR, the Sovict Union has moved to a three- 
year averaging rule. Since neither the GDR nor the USSR publish quantities and values 
of their crude oil trade, it is difficult to verify the hypothesis. 

An indirect approach was adopted by Haenncke-Horre™, starting from a figure of 
total oil imports from the Soviet Union (36 million tons in 1981 1982) that was men- 
tioned casually by E. Honecker”' and the presumption that oil is acquired at uniform 
TR-prices. Since deliveries in 1981 were about 19 million tons, the 1982 volume is de- 
duced to have been 17 million tons. The USSR's foreign trade yearbook gives the value 
of Soviet exports of crude and petroleum products combined: 1 744.515 million rubles in 
1981 and 2414.248 in 1982. Assuming, as HAenocKxe-Horre does, that products can be 
ignored, the “unusual prices” of 91.817 rubles per ton (or R/t) in 1981 and 142.015 R/tin 
1982 can be easily generated. Upon reflection, however, there would appear to be a num- 
ber of problems with that particular computation. Even if unit values moved as indicat- 
ed, there may be several alternative explanations, other than the shift in price base, for 
the “unusual” increase in the export unit value of crude. 


Among the “obvious” computational errors are those resulting from several tenuous 
assumptions. Some of these are stated explicitly: (1) the volume of petroleum products 
can be ignored because the quantities deduced for the years when the USSR reported 





 Phese and related estimates are not tabulated here, but they are available from the vuthor 

* All German scholars appear to have haved thei arguments on that computation. and | shall 
therefore refer only to that study. 

™ Neues Deutschland, 18-19 December 1982, p. 3. 
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yientum and value jointly for oi! and products, in combination with the GDR’'s report- 
«fod quantum, indicated only a minor volume of products: (ii) Soviet exports in 1981 
wnt 1982 totaled 19 and 17 million tons, respectively; and (iii) the TR-price equals some 
average WMP of oil (such as the Saudi Arabian marker crud+). Other assumptions nec- 
c-sary to make these computations credible are only smplicit in the arguments: (i) ex- 
pets of petroleum and products from the USSR are settled only in TR; (ii) all exports 
are evaluated at the official price-formation principles in current TR ; and (iii) the values 
m Sovict statistics match exactly the quantities reported in the GDR's yearbooks, and 
hence there is no problem with mirror statistics. lt can be easily shown that none of these 
assumptions is likely to hold. Bul some are more innocuous than others. 


Ihe question of the oil pnce must be approached from several angles. A good look at 
the available information for a number of countrics may be helpful. Table 2 lists the 
price or unit value per ton of Sovict exports to Czechoslovakia, Hungary, and Poland. 
Ihe table contains alternative computations for Czechoslovakia and Hungary. In the 
case of Czechoslovakia, unit values are computed for total imports as well as for total 
mports after adjusting for the presumed fixed-priced deliveries of 5 million tons per 
year since 1973 (see Buasans (1984), pp. 129 - 130). In the case of Hungary, both total 
and TR-import unit values are listed. Furthermore, the data to which the German scho- 
lars make reference is replicated and extended for the GIR, using more consistent and 
complete information. Finally, the “properly” averaged WMPs of crude by way of De- 
cember role exchange rates for cach observation year and of the negotiation year as 


lable 2: Lagged WMP and TR-price of crude in irtra-CMEA trade, 1974 - 1983 (“rubles™ per ton) 








WMP WMP WMP iat § Reduced’ Total’ Tots Toul TR Total 


974) 984 IRR ORO OSG G17 | 6.77) «6191S «61840 «(647k 
w7S HIS MAS OH Ww C8728 aim 6279 WIS 6M M2 
6 3S B92 NIH NWS 23 2 6S?) DO OW na 
na 
na 








977 4327 «44365 4362 W322 948 na. 410 5723 S48 
978 «SiS SO US OTD OW na. W% 697 OD 


979 «S783 (6248 «=6SB9l S49 na. 55.93 8067 @S2 na 

1980 6100 6628 6157 SiH TBI 739 «674.73 «(72700 «274277167 
181 68180) «68278 «68S «(88 NOT 67 9164 100 «89506 «(9205 
1982 107.38 103.86 10799 11766 16101 19947 136.33) 11915 121.77 11666 


1983 13287 12702 1%06 na na na 161.23 14057 14068 13885 


* Average of five-year dollar pce of Saudi Arabian Light (Ras Tanura) converted at average De- 
cember exchange rates of the preceding year fo the USSR's ruble. 

* Asin* but using average December exchange rates of each reference year for the USSR's ruble. 

* Average dollar price converted at preceding year's exchange rate of the TR as quoted by the 
IBEC. 


* Unit import values in C7zechosiovak imports from the USSR from CR and CT. 

* Unit import values as in ‘ after deducting the annual $ million tons at the fixed price of 15 TR/1. 

' Unit export values in Soviet exports of oul and oil products to the German Democratic Republic 

from VT for 1974-1976 and VT and Siver Maxpsditetei, 1984: 7, p.4 for 1980. 19K2. 
* Unit export values based on Soviet export values as in‘ but import quantum of crude as reported 
in SJ. 

* Unit import values calculated from KSE. 

' Import prices calculated from KS! aml KAA on the assumption that all 1971 imports were ex- 
pressed in current TR. 

! Unit import values calculated from PT. 
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well as the values converted at the average annual dollar exchange ratc of the TR of the 


This table clearly exhibits the wide disparity of crude prices and indeed the very sig- 
nificant degree of divergence between transaction prices (or unit values) and the refer- 
ence WMPs. These data are characterized by a number of other striking features. For 
one, no close correspondence between cither the ruble or the TR-price and the comput- 
ed WMPs for 1974 can be found. Second, at nearly all observation pois, excepting 
Crechoslovakia's total import unit values up to 1980 (for the GDR sce below), ruble and 
TR-prices are generally well above the computed WMI’s. Third, if Czechoslovakia has 
heen obtaining the 5 million tons per year at the fixed price of 15 TR/1, the share of the 
remainder trade not transacted at the reference WMP, possibly in convertible currencies, 
must have surged from about 22 percent :n 1975 to 31 percent in 1981 and 69 percent in 
1982"*. In view of what is known about oi! deve! opments in the (MEA, these propor- 
tions appear to be far too high. The Hungarian TR-prices suggest, however, that even 
trade cleared in TR is rarely transacted at anything comparable to the calculated aver- 
age. Even if Hungary's TR-prices are used as reference, instead of the computed price in 
column 3 of table 2, the linear combination still works out to unduly high magnitudes for 
apparent convertible currency trade in 19%2. Has the loan agreement of 1966-1967 (see 
Baasant | 1984), pp. 129- 130), which was to have expired with the last 5 million ton ship- 
ment at 15 TR/1 in 1984, been abandoned since 1981? The “reduced” and the Hungarian 
TR-unit values until 1980 are remarkably similar; i.¢.. the trade of S million tons at 
15 TR/t is plausible until 1980, but not for more recent years. Fourth, the Polish import 
unit values of 1975 and 1980, which almost certainly reflect exclusively TR-ransactions, 
are very similar to the Czechoslovak “reduced™ and, throughout the period, to the Hun- 
garian TR-prices. In fact, they appear to have been consistently lower by several rubles 
per ton. If these prices are indicative of regular TR-settlements, the computations for the 
GDR indicate much lower unit values than for the other countrics in spite of the fact 
that, in the case of the “full” asta, the underlying volume figures exclude oil products. 
This cannot but suggest that there has been a major proportion of oi imports from the 
USSR settled a “favorable” prices, probably quite similar to the arrangement with 
Czechoslovakia up to 1981 (see Baasant [1984), pp. 128-130). The evidence for 1982, 
however, parallels what was noted for 1981-1982 in the case of C7zechosbowvakia. This 
matter certainly warrants further investigation. 


In spite of the substantial divergence in the individual country import unit values or 
prices, as alrezdy noted, there is a fairly clear-cut relationship between changes in TR- 
prices and WMI’. The loglinear regressions of the form 4.1 for the three price series list- 
ed in table 2 are summarized in table 3. These computations clearly show that what was 
noted for the Hungarian TR-prices also apples to other CPEs, in spite of there being un- 
ambiguous and sizeable differences in absolute price levels. In tact, regardless of the def- 
inition of the data, the elasticity coeflicients for Czechoslovakia and the GDR are well 
above one, while those for Hungary and Poland are mosily well below one, which sug- 


ge ts that two price regimes prevail. Quite generally, the best equations are obtained for 





But the superiority of the Latter specification over average December exchange rates forthe TR, 
on the basis of the evidence analysed in the preceding section, is not likely to hold true. 

” Taking a linear combination of the third TR-prive of table 2 and the current dollar price convert 
ed as the current exchange rate of the TR. 








the dollar averages converted into rubles ai the average December exchange rates pre- 
\ atling at the time trade agreements are negotiated™ Poland ts the only exception in this 
connection. While the determination coefficents are very high for all computations, the 
wump in TR-prices since 1981. The one year in which this break becomes noticeable for 
the GDR as well is not yet adequately reflected in the data, which, as noted earlier, are 
senously marred by the combination of petrolcum in the case of the GDR's quantum da- 
ta and petroleum-cwn -products in the case of the USSR’'s value data. Also the Polish da- 
ta could be improved, but with only five observations not much more could have been 


expected. 


lable 3: Estimated relavonships between ( MEA and world of prices for selected countries, 








1975 - 1982 
Lquations* b-cocfliaent t x Durbin. Stan- 
Watson dard 
error 
( cc hadowaksa 
Tonal 1 1.100 Pe, ek ee 0049 
2 1.103 ase )06— 970s 0.087 
5 et) 16.233 ov = 8=61327 0.075 
Reduced 1 1.175 nw O98 O82 0089 
2 1.1% 12.723 om 8660.00 0.102 
5 1.160 15.325 097s) La} 008s 
GDR 
1 124 17.376 Omi 2.745 0 ORO 
2 1.260 14813 oni 0093 
5 1.235 424 860669710 22 0097 
Hungary 
Total 1 osw 13.186 0 967 2627 0071 
2 Ose 1268) = UMSC—C«i22*‘ST SS 0.072 
5 08% 10.785 o9si 862945 0 06 
TR 1 09S4 $4 188 owe Law? 0020 
2 0965 wee 86099) OOBRS 0.037 
5 0 946 w.245 om 8=6—240 0.035 
Pudand™ 
| 09}! 33476 ow? 689i 003! 
2 om! 51.535 ow 610 0020 
5 09M 23.337 ows 8=6—60.995 0045 





* Equation |: data converted at the Dovember ruble exchange rate of (- |. equation 2 data con- 
verted at the December ruble exchange ratc of cach reference year, equation } data converted at 
the average annual exchange ratc of the [Knit — 1 

* The sample for Poland includes only 1975 and 1980 198). 


Facept in the case of Poland, all estimated equations of ryne | (ic. with average De- 
cember dollar exchange rates of the ruble) perform bettie: than either the cquatiuns of 
type 2 or 3. As far as the choice of ruble exchange rate in co cerned, these findings con- 
firm what was already indicated in section 111, Although the case for the dollar exchange 





** Rut note that average December exchange rates for the [RK are not available for most years So 
the comparnon between Computations based vn the altornative 1nd rubble cachange fates 6 not 


quite traghtlorward 
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rate of the TR appears to be weakened by the findings here, a would be premature to 
conclude this from the evidence than can be mustered at thes stage The proper compurn- 
son should have been between the average annual cachange rate of the ruble and the 
TR. The revults in tables 1 and 3, and other evidence not shown here, provide some 
ground to buttress the, admittedly marginal, supenority of the TK exchzage rates. 


Why am I so much concerned about the proper exchange rate of the dollar’ Because 
exchange rates have Muc‘uated a good deal wnce the mid- 1970s and differently for the 
valuta ruble and the TR, the correct conversion could be quite important. fo the cvient 
that TR-prices are determined with reference to some WMPs and converted at Deccm- 
ber exchange rates, rather than annual ones, it is not at all trivial whether reference ms to 
the dollar's value in TRs of in valuta rubles. If average annual cates are used, the evi- 
dence indicates that the difference between the two is about | 2 percent, and the anne- 
al conversion of average dollar prices will reduce that divergence cven further, However, 
if conversion occurs at average |ecember rates, expecially of the acgotiation year, the 
divergence may be quite substantial, as shown in table 4°. 


lable 4: Reference WMS tor od at alternative exchange cates (price por ten) 


19x? 19% 
Dollar average’ Ruble average” Vollaraverage’ Ruble average” 


Forrren ov ange 1abhe 
Average annual) =—s 9.2) wa 2} 13827 7 os 
Average December 107 8 10) BO 132.87 127 a2 
Tranverahle rable 
Average annual = 107-9 hod 24 1% 0% 17) 0 
Average December 109 75 fa 1™%.87 na 


Source: As explained in the text the TR exchange rates ag weet the defier arc dormed from whe’. 

quotations in various mues of Sret Meypadarun and Apalleten mverstrernvecg henner ocho raters 

7 

* Average of five-year dollar price of Saudi Arabian Light (Ras Lanura) comerted at the average 
December exchange rate of the preceding vear tor the USSK s rable 

* As in * but using the average December exchange rate of each reference year tor the USSR s ru 
ble 


Where do matters stand with respect to the povebulity of there mow hemng three vear 
averaging ? Clearly, the absolute values in table 2 suggest that the two countries Czech. 
oslovakia and the GDR - with special pricing and delivery arrangements for od from the 
USSR were exposed to an extra shock in 19%! oF 19%), taking the overpricing in rubles 
relative to the reference WMPs as “normal.” As the magnitudes suggest, current prices 
are well above the five-year average WMPs: they come clove te those based on three 
vears. In fact, for both Czechoslovakia and the GDR current prices exceed even a three. 
year average in 1980 19%), which is rather odd in view of the cartier behavior of prices 
But, there is no independent eviclence at all that a three-year average might exydann the 
TR.-prices of these two countries. Even for the cther two, a three-year average for 





a The annual data are presented in cohunn 4 of the appendis tabte 


* Unfortunately, | have control over the computation of tome w cyrtticd exchunpe rates of the ER 
only sence late 19RD. 
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tren 19K) and a five-year onc for the ret of the observation penod docs nut yield un- 
three-year averages (since 1980) for Czechoslovakia and the GDR im table $ are gener- 
ally bottcr than those listed in table 3. But the reverse holds for the other two CPEs. 


Ddocs this suggest a discriminatory trcatment of Crechoslovakia and the GDR? Do 
these rv ~wits offer evidence of non-compliance of the USSR with the ex post “onerous” 
tore of the agreements st segned im the mid. 1960s” Is there any wndecation that there will 
te a gradual shift to three-year reference pricing? It would be equally rash to seek unam- 
teguous answers to any of these questions as to yom the concluswon of the German scho- 
Lars regarding the three-year averaging rule. The evidence indecates that three-year aver- 
opm Clearly was not generally used rs-a-1 all pariners of all commodities” It ts un- 
suddenly exposed to sharp price increases. However, these conjectures hinge on the cor- 
tectness of our understanding of the earlict onl contracts. There is no douht that the stipu- 


labde S tstemated retavonsings between (MI A and “modified” world proces’ for selected coun- 





tries, 1975. 19K) 
 quations” b-cocthoent ' re Durbin Stan- 
Watson dard 
error 
( -ovhendowalsa 
total 1 0922 m4z2 0 Ww 3.222 0.032 
2 u9ay 20 164 Oe) | 644 0M! 
; 09% 198 owl 27™ 004) 
Reduced 1 ows 4 ows 2.7799 0.037 
2 1a) 17%) ove? 1471 007) 
5 evn 2.25 owl 2M! 00% 
eR 
1 1 O48 23913 owe 249 oo 
2 1% ee ow? 2.587 ous 
} ud 19 40 OVK4 2 #62 0.072 
/lengearv 
Jenal 1 onl van ovw 2147 0.096 
2 ort 0.437 ova) 2533 Ou 
5 00K? vs ow 2405 oo 
Mm 1 om nw, uve owe 0 086 
2 ORI) aw owe 22% 00% 
5 0.791 23.922 owl 14” 004) 
eland™ ' 
1 0 2.504 ows 1.3% vod 
2 ox a7" ow 177” 0022 
) om 24.225 ows Onl om! 





* Three-year average in 1980 19K) 

* Nquation |: data converted at the Diccember subtle ewchange rate of t ~ 1; equation ): data con. 
verted at the Devenber rubble cachange tate of cach rcteremoe year, equation} data converted at 
the average annual exchange tatcs of the TR init - 1. 

* The sample for Poland includes only 1975 and 10 19K) 


— 





” All equations of section } were rerun with refcrence WAITS for 1980 19%) prespecified to a three. 
Vear average 
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lations as picced together in Brabant {1984} do not agree with the findings here. But it is not 
at all unlikely that the agrecments ran out earlicr (1980 in the case of Czechoslovakia and 
19% 1 for the GDR) than foreseen (1984) for whatever reason, including the possibility that 
the original agreements were abrogated by the USSR. If so, both countries at the time of 
the second oil shock may have perccived limited opporiunitics to procure oil from other 
markets. They may therefore have been prepared to purchase the sans or a similar volume 
as previously obtained under special contracts from the USSR but at higher prices (possi- 
bly current world priccs), since thosc special deliverics in any case had not come under the 
regular intra~CMEA trade provisions. Although admiticdly not fully satisfactory, this ex- 
_ Charge implied in the allegations made by the German scholars. 


_Y. Conclusions and Pointers for Further Investigation 


_ The broad verification of the applicability of the CMI-A price-formation guidelines re- 
ported on here has yielded mixed results. On the wholc, no evidence at all of a close 
correspondence in price levcls can be found, not even in the case ef commoditics whose 
WMPs have changed dramatically and could thercfore be expected to have been closely 
scrutinized in the last decade or so. The relationship bctwecn proportional changes in 
the two price series works very well for some commoditics, modcratcly well for most 
metals, non-fuel minerals, non-food agricultural products and not at all for a number of 
food items. Finally, with few cxceptions no evidence could be found to buttress the 
proposition that since 1975 the CMEA countries have watched WMP’s much more close- 
ly than at earlier times. In fact in a number of cases for which alternative sampies could 
' be tested, the postulated relationship between CMEA and world prices held even more 
loosely for the period since 1975 than for the longer time span studied here as well. 


These results ave, however, tentative because of several problems with the design of 
the experiments as well as the statistical verification. Among the technical aspects of the 
investigation, there are econometric as well as data-relaicd problems, at Icast for some 
commodities. Only some can be mitigated through further rescarch. Perhaps most dis- 
turbing is that the precise crror sequence probably influcnces the estimated variance of 
the coefficients and of the cquations, and hence may bias the standard statistical fests. 
While there is little hope that soon a much longer serics of observations can be construct- 
ed, perhaps different forms of the relationships and of the specific averaging, including 
exchange rate conversion, could be profitably explored. 


However, the key obstacle to be overcome in further work is purcly statistical in na- 
ture. As far as WMPs ate concerned the problems exicnd from the specific characteris- 
tics of the individual commodities to be priced to the choice of actual reference market, 
exchange rate conversion, and period averaging. Perhaps a more important probicm is 
the definition of CMEA prices. As argucd in section 2, the five-year averaging rule, even 
in principle, applies only to regular transactions of standard fucis and other primary 
goods falling under clearing arrangements expressed in TR. Ut is regrettable that 
Hungary's 1R- and dollar-denominated price indices are the only readily available in- 
' formation. Not only do the data extend over a relatively bricf period of time and few 
commodities. It is not always self-evident that Hungary's prices can be presumed to be 
representative of the bulk of intra~CMFA trade or even typical of the way in which the 
CPEs try to imitate WMP’s. 
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Perhaps the central Icsson to be Iearned from these exercises ts that pricing in CMEA 
tuade is beset by complex conceptual and practical problems. Short of abandoning the 
ticld to pure skepticism, it would still seem rcasonable to broaden the analysis embarked 
upon experimentally for 16 commoditics. This extension concerns: (i) the time span of 
the observation period with a fair testing for structural shilts due to successive revisions 
in price reference bases; (ii) the further stratification of commodities in order to identify 
which goods are likely to be priced differently, as a matter of principle, from the stan- 
dard pricing formula: (iii) the exploration of other commodities (especially other fuels, 
non-fuel minerals, and metals in various stages of processing) possibly on the basis of 
unit values for the countrics whose intra~C MEA trade in those goods can be presumed 
to be cleared only in TR; (iv) a more comprehensive study of reference prices, possibly 
using case studies dealt with in specialized trade journals; and (v) the proper choice of 
evchange raie and period averaging. 


Appendix 


Raw data of prices for individual commodities in TR-trade were taken from KAA for 
the period up to 1975 and then chain-linked with the indices published in KSE. These 
data reflect actual prices in intra~“CMLA trade in TR-scttlements for well-defined indi- 
vidual commodities, but other specifications are not known. The corresponding WMPs 
were derived fram a variety of sources, including: UNCTAD, Monthly commodity price 
bulletin; United Nations, Monthly bulletin of statistics: United Nations, Yearbook of inter- 
national trade statistics; OPEC, Annual statistical bulletin; and U.S. Department of Ener- 
ry. Weekly petroleum status report. Excem for the data contained in UNCTAD, dollar 
values of the commodity price indices or reference prices in Monthly bulletin of statistics 
were constructed. This necessitated in sume cascs the aggregation of commodity prices 


lable 6: Exchange rate adjustment factor and ruble exchange rate, 1970 1983 








Adjustment Average Av ctage Percentage 
factor for annual ruble December ruble overvaluation of 
Hungary exchange rate exchange tate the dollar by USSR 
of US. dollar of US. dollar relative to IBEC 

1970 1.0000 0.9000 0 9000 0 

1971 1.0000 (9000 0 9UU0U 0 

1972 1.0000 082s 0.8260 0 

1973 1.0000 0.7431 0 7461 0 

1974 1.0000 0.7580 0.7480 0 

1975 1.0000 0.7220 0 7580 0 

1976 1.1429 0.7540 0 7480 0 

1977 1.1429 0.7300 O71 -O149 

1978 1.2030 0.6810 06710 -0.%%6 

1979 1.2500 0.65% 0 6440 ~0.727 

1¥x0 1493 0 6489 0.6758 —0.765 

19%1 1.4904 0.7194 0.7073 Li" 

1YK2 1.5385 0.7263 0.724! — 20% 


1983 1.S3KS 0.7429 0.7K79 -~19"9 





Source: The Hungarian and USSK exchange tates are base! on officiel quotations in Magyar 
Adclény, Népszabadsag., ligvelé. Izvestiya awd the tables circuiated by Gosbank. These quotations 
were weighted with the number of days for which they remamed valid per month and then simply 
averaged for the year. For more details, sce Brabant [19%5). 
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using the underlying weights given in UNSO 1979, pp. 17-30. All prices in currencies 
other than the U.S. dollar were converted at the coefficients given in UNS*.t and U NST. 
All these data are available upon request. 

All U.S. doliar data were converted into TR using IBEC’s average annual exchange 
rates and into rubles using the official Soviet exchange rates averaged for December or 
annually (as explained in greater detail in BRaBant {1985}). An adjustment was made for 
the revaluation of the forint in terms of the TR from 1976 onwards. The averaging of 
WMPs was done both before and after conversion at annual and December ruble ex- 
change rates, using the CMEA’s price-formation principles. The magnitudes involved 
are shown in table 6. The aver.ze dollar exchange rate of the TR was computed simi- 
larly. The percentage overvaluation of the Soviet foreign exchange ruble in dollars rela- 
tive to the TR's value of the dollar is shown in column 4 of table 6. 
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INCREASED USE OF COAL AS ENERGY SOURCE URGED 
Tirana BASHKIMI in Albanian 28 Sep 85 p 1 


/Article: "Let Us Further Increase the Quantity of Coal in the Balance-Sheet 
of Energy Resources"/ 


/Text/ In executing the recommendations of the party, the coal mining 
workers have made continual efforts to increase the production of coal 
from one five-year plan to the other. In the Seventh Five-Year Plan 
compared to the Sixth Five-Year Plan, /the coal/ production increased py 
43 percent. Let us stress that during this period, the coal mining workers 
not only fulfilled their production plan, but also overfulfilled it, 
producing 23,000 tons above the plan. The coal mining enterprises in 
Mborje-Dranove, Alarup, Valias and Bezhan and the pitch enterprise in 
Selenica are vanguard enterprises in production. They have achieved 
successes not only in fulfilling their production plan, but also in 
improving their economic and financial indicators. The Myshgeta coal 
mine not only fulfilled the production tasks for the past two months, 
but also pledged to improve its work in the future. 


During his visit to the Korce District, Comrade Ramiz Alia pointed out: 
“Our energy resources system is a complex one, with petroleum, electric 
energy and coal; therefore, it is stable and with sure prospects. However, 
our party has assigned great tasks to the coal industry. 


"Also the needs of our economy and the potential possibilities of the 
country make it necessary and possible to increase the quantity of coal 
in the balance-sheet of our energy resources and in experts." 


These important tasks require that the Ministry of Energy and the executive 
committees of the district people's councils, where there are coal mines, 
adopt all necessary measures to increase production by using, for this 
purpose, all reserves and possibilities. They are asked especially, to 
combat the negative sanifestation of one-sidedness in the fulfillment of 
the plan. There is no reason for the ministry and the district executive 
committees to tolerate the erroneous practice of paying attention only to 
production, neglecting mining operations, as it happened in the Valias, 
Myshqeta, Manze and other mining centers. They have all they need to 
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execute them because, in these mines, mining operations are organized in 
special sectors. The issue is that greater concern must be shown on the 
part of the enterprise managements which, in regard to this one-sidedness, 
must be responsible to the state and economic organs. 


The ministry and the executive committees of the district peoples’ councils 
must give special importance to the best possible preparation for the coming 
five-year plan, in which more than 93 percent of the production will be 
provided by the existing mines. Our reserves are numerous. First of 

all, work must be aimed at increasing the producing capacity of the work 
front. For this purpose, some valuable experiments are underway. Thus, 
for example, at the Bezhan mine, miners are being trained to convert to a 
more advanced system of operation that will increase the producing 
capacity. Effective coal crashing combines are being introduced in the 
Dardhasi sector of the Alarupi mine. It is important that the state and 
economic organs, the engineering and technical personnel and mining 
technological bureaus take all measures for their successful execution in 
order to pave the way for production and achieve, by all means, the 
objectives assigned. 


This increase in production must be supported by further improvement of 
the level of mechanization. Greater efforts must be made, especially 
to remove the disproportions that have been created in certain work 
processes. Thus, for example, while the level of mechanization in the 
crashing process is 100 percent and in the gallery transportation 85 
percent, in the leading process of coal in work fronts and in advanced 
galleries this level is still low. For thie, that more machines must 
be introduced in these work fronts. In this field, special tasks are 
entrusted to the workers of the Institute of Mines and the Institute 
of Mechanical Studies and Designs. The initiative undertaken by the 
"Diname" plant to use self-leading shovels for the expansion of 
production is important. This will help to further improve the level 
of mechanization especially in the front of the galleries. For this 
purpose, the Ministry of Energy must improve its coordination with the 
Ministry of Industry and Mines. 


The opening of some new mines must be planned for the Eighth Five-Year Plan. 
Their commissioning in due time requires greater attention on the part of 
the government organs in the districts and the Ministry of Energy in order 
to solve the problems that are becoming obstacles in this stage. 


The executive committees of the people's councils in Pogradec and Elbasan 
districts must make the construction enterprises in Pogradec and the 
road and bridge enterprise in Elbasan face their responsibility in regard 
to the adoption of measures for the opening on time of the road leading 
to the Podgezhan mine. While, for the Homesh mine, along with the work 
being carried out by the mining construction enterprise, the management 
of the Alarupi mine must carry out, without delay, the tasks entrusted 
to it. The state organs in these districts must not leave the execution 
of these tasks to chance; they must demand periodic progress 

reports and monitoring. 
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The transportation of coal on time and in good condition is also important. 
In this field we have done better work; nevertheless, we have shortcomings. 
Sometimes, the coal, which is extracted at great efforts and sweat, is not 
transported to the places set up near the mines and railway stations. It 
is unpardonable that, in some railway stations, thousands of tons of 

coal are kept unused. 


This situation should be a matter of concern for the transportation 
road directorates of the Ministry of Communications, so that coal will 
be dispatched as soon as possible to the consumers. 
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CZECHOSLOVAKIA 


CSSR SEARCHING FOR SOURCES OF OIL 
Prague SVET HOSPODARSTVI in Czech 1 Oct 85 p 1 


[Article by Eng Stanislav Karas, candidate of sciences: "The Fuel-Energy Prob- 
lem of Czechoslovakia and the Developing Countries--The Search for Reserves 
for Imports of Petroleum") 


[Text] At the beginning of the 1980's, the development of the fuel-energy 
base of the national economy and of the economic community of socialist coun- 
tries as a whole came to the forefront of the attention of economic organs of 
the fraternal countries as well as organizations of CEMA. This is understand- 
able if one takes into account the serious energy problems which began to mani- 
fest themselves in the world economy over the past decade. For Czechoslovakia 
also the fuel-energy problem became difficult during recent years as a result 
of, among others, the increase in world prices for petroleum and the fact that 
intensification and the anticipated decline in the measured consumption of 
fuel and energy connected with it has, for the time being, been progressing 
slowly. 


In any event, we must expect to be importing a significant volume of petroleum 
into the future. We cannot expect that petroleum from the Soviet Union will 
be available in just any quantity. We must begin with the agreed-upon quotas 
for shipment from the USSR. 


In this situation, the question arises whether and to what extent the develop- 
ing countries could become suppliers of petroleum. Therefore, it is appropri- 
ate to evaluate the development of foreign trade relations with the developing 
countries who are petroleum exporters. A certain overview is given in Table 1. 


The developing countries account for approximately 9 percent of the total vol- 
ume of Czechoslovak exports and for less than 6 percent of Czechoslovak im- 
ports. Approximately one-half of the volume of Czechoslovak exports to devel- 
oping countries is directed toward petroleum countries, but imports from these 
countries amount to only about 1 percent of the total volume of Czechoslovak 


imports. 


Imports from developing petroleum countr'»° «pressed in volume, are not pri- 
marily made up of petroleum, but rather wo. er commodities; petroleum im- 
ports from these countries account for only a very small portion of Czechoslo- 
vak petroleum imports (see Table 2). 
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Table 1. Development of Czechoslovak Foreign Trade (in billions of Kcs) 


item 1975 19801983 
Exports, total 46.7 80.2 103.8 
Including: 
To nonsocialist countries 13.3 24.4 26.4 
To developing countries 4.0 9.9 9.3 
To developing petroleum countries* 2.1 3.8 5.4 
Imports, total 50.7 81.5 103.0 
Including: 
From nonsocialist countries 15.3 24.3 21.5 
From developing countries 2.8 4.5 4.2 
From developing petroleum countries 0.5 1.0 1.0 





* Developing petroleum countries are considered to be those developing coun- 
tries which export petroleum and which are members of OPEC, plus Bahrain, 
Syria, and Mexico. 


Table 2. Development of Petroleum Imports to Czechoslovakia (in millions of 
tons; share of total shown in percent in parentheses) 





Imports of Petroleum 1978 1980 1983 
From the USSR 17.7 (95.3) 18.8 (97.7) 15.0 (97.4) 
From developing countries 0.3 (1.6) 0.3 (1.5) 0.4 (2.6) 


Table 3. Development of Active Balance of Trade for Czechoslovakia With De- 
veloping Countries (in millions of Kcs) 


Item 1975 1980 1985 
Total 2,100 2,464 5,082 
Including developing petroleum countries 1,521 2,771 4,360 


Theoretically--purely from the standpoint of the foreign trade balance--possi- 
bilities for imports from developing petroleum countries are greater. As can 
be seen from Table 3, Czechoslovakia is creating an active balance of trade 
through its exports to developing countries. 


However, for a number of reasons, the large active balances of trade, particu- 
larly involving developing petroleum countries, are not utilized to generate 
supplemental imports of petroleum. 


The group of developing countries to which we export our products is expanding, 
but, for practical purposes, no imports from these countries are forthcoming, 

that is to say, not even petroleum. These countries include even very signifi- 
cant petroleum countries such as Saudi Arabia, Libya, the United Arab Emirates, 
and Kuwait, which produce high-quality petroleum. But crude petroleum is also 
not imported from other developing petroleum countries. For example, the com- 
position of imports from Syria shows the predominance of cotton (more than 90 
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percent of the import assortment); that from Nigeria shows the predominance of 
natural rubber (more than 80 percent); from Mexico, coffee; from Algeria, raw 
materials other than petroleum; and the situation is the same with respect to 
Venezuela and other countries. 


The reasons for the “nonpetroleum" imports from developing petroleum countries 
are varied. The active trade balances are utilized to cover other necessary 
import components (even from elsewhere); in some cases, the export of petro- 
leum is tied to the purchase of other goods in which we have no interest. In 
addition, there is the serious problem of the chemical-technological composi- 
tion of the petroleum from developing countries. Czechoslovak capacities for 
processing petroleum are based on other types of crude. However, we do not 
wish to deal with this question at this time. It is clear, however, that a 
possible examination of the effectivity of investments in this direction would 
make sense only if large and continuing deliveries were involved. One cannot 
anticipate an excess of effort on the part of the developing petroleum coun- 
tries to adapt to our requirements for the import of crude oil having a chemi- 
cal-technological composition which is advantageous for us, since not even our 
deliveries to these countries have any fundamental significance, both with re- 
spect to the technological-economic level, as well as with respect to volume. 


So far, the developing countries have not been a significant supplier of crude 
petroleum for Czechoslovakia. The possible increase of their share will de- 
pend, among others, on the development of our consumption of fuels and energy. 
The fundamental solution with respect to petroleum does not lie in increasing 
its import quantities (for example, even from developing countries), but in 
the effort to make fundamental and more rapid changes in the structural prob- 
lems of the Czechoslcvak economy and to realistically enforce intensification. 
If this path is successfully realized, then its result will be a substantial 
savings in fuels and energy per unit of production. Under those conditions, 
the agreed-upon quotas for the import of Soviet petroleum should be adequate. 


Nevertheless, developing petroleum countries represent a certain "reserve" for 
the supplemental import of petroleum, be it only in “peak” periods or for spe- 
cific technical purposes. 


Another question is that we should not be content with the present status of 
foreign trade involving the developing countrics. More diverse and more mod- 
ern forms of cooperation and an enrichment of the assortment of goods involved 
in exports and imports should be a significant goal. The developing countries 
represent a prospective region which will play an ever more important and 
growing part in international policy and in economics. 


5911 
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RESTRUCTUKING OF TRANSPORTATION [AW ONTIINFD 


Warsaw 7FITSCHKIFT DFR OSSHD in German Vol 28 No 3, 1985 (signed to press 
25 Apr 85) pp 3-7 


[Article by Heinz Oschlies, Tegal Departmentof the CDR Ministry for 
Transportation, Rerlin, and Rudolf Dietrich, Central Research Institute 
for GPR Transportation, Rerlin: “Restructurine of the Socialist 
Transportation law in the GDR”) 


[Text] 1. Introduction 


The economic processes in the socialist economy of the GDR today and in 
the future are subject to great dynamism. Constant and continuing develop- 
ment of the socialist legal system, as a specific expression of socitets! 
and economic requirements, respectively, is therefore an importent factor 
in forming and perfecting the developed socialist society in the GDR. 


The socialist transportation system in the GDR is faced with constantly 
prowing tasks in public freieht transportation as well as in public 
passenger transport which, in accordance with the economic strategy for 
the 1980's, must be accomplished with priority through intensively 
expanded reproduction. This ceiver rise to qualitatively new tasks for all 
persons involved in management, planning, organization and implementation 
of public freight and passenger transport, which must find their legal 
expression in the socialist transportation law. 


With the complex restructuring of the inland freight transportation Law 
and of the passenger trensport law for all inland carriers in the GOR, we 
now have a complex transportation law for inland traffic in the GOR which 
corresponds to today's requirements and was established on untform 
principles for all transport carriers. 


Since the approach to a complex national transportation law taken in the 
GDR could also be of interest to other countries, the authors would like 
to point ovt these new egal regulations in this article. 


2. Structure of the Complex Transportation lav 


To structure the complex transportation law, the positive experiences were 
utilized which were made in the GDR, over decades, in the development of 


45 

















the freight transportation law. 


--All long-term, stable traffic and legal policy principles of freight 
transport, and the major obligations and rights of all concerned and 
involved, respectively, are repulated by executive orders of the Council 
of Ministers. 


--Stahle legal provisions for the technological process of a transport 
carrier, complex tasks involving several carriers, or specific 
performances including the rights and obligations of the parties to a 
contract, are subject to isplementing regulations or independent orders by 
the Minister for Transportation. 


--Implementing or procedural regulations needing adjustment from time to 
time, and the actual scale of charges (price list) are settled through 

tariff regulations. They are published in the TARTF- UND VERKFHKS-ANZFIGFR 
(TVA), the legally binding gazette of the GDR Ministry for Transportation. 


In restructuring the socialist transportation law, an ordinance for public 
freight transport and an ordinance for public passenger transport were 
created for GDR inland traffic. Roth are based on principles conforming in 
content. Thus they are in accord with the character of the uniform 
socialist transportation system of the GPR. 


3. Tegal Structure of Public Preieht Transportation 


The basis of restructuring the socialist freight transportation law in the 
GPR is the ordinance on public freieht transport by railway, inland 
waterway transportation and road trensport--freigeht transportation 
ordinance (GTVO)--of 10 December 1981 (1), which came into force on 15 
February 1982 with 6 implementing regulations (72). 


This in the first legal provision in the GDR which uniformly covers all 
phases of inland freight transportation and basically regulates them the 
same way for the three most {mportant inland transport carriers of the 
GOR. It contains the principles for 

--management, planning and organization of public freight transportation 
(including transport-related freight transshipment), 

--division of tasks and cooperation of transport carriers. 


It also contains al! the principles, basically in conformity and applying 
to all transport carriers, for structur!ne cooperative relations in 
preparing, implementing, and concluding the movement of goods in cargo 
containers, large and medium-size containers as well as small consignment 
transport. 


This concept superseded the previous separation of the law of transport 
implementation (freight law) from the general freight transportation law. 
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3.1 Scope of Application of the Freight Transportation Ordinance 


With reference to saterials, the freight transportation ordinance applies 
to the public cargo and small consignment transport (direct, broken and 
combined) (Paragraph 32, GTVO). 


With reference to people, on the part of the carriers it applies to the 
railroad, to transportation enterprises of all ownership types of road 
transport and inland waterway shipping, as well as enterprises of economic 
sectors if charged with transportation tasks in public transport. On the 
part of transport customers, it applies to al! enterprises subject to the 
scope of the law of Contracts of the GDR (3). In the case of the railroad, 
this covers more than 99 percent of all transport customers. 


Por those transport customers not covered by the freight transportation 
ordinance, especially private citizens, special transportation law 
ordinances under civil law apply (4). Thus the freight transportation 
ordinance also does not apply to transport customers residing outside the 
GPR. In principle, they are covered by internationel contracts and 
apreements. However, the freight transportation ordinance allows the 
possibility to wake contractual agreements with such custo#ers for 
applying the freight transportation ordinance to freight transport 
performances within the GM, 


3.2 Principles of Freight Transport 


In the principles of freight transportation (Paragraph 1 GTVO) the poals, 
means and methods are set down on which ganagement, organization and 
implementation of public freight transportation are to be based, and which 
are binding for the cooperative relations of those participating in 
freight transport. They are primarily directcd at 


-~-Reducing transportation expenditure of the national economy and specific 
transportation needs according to amount and performance, particularly 
through optimizing the delivery and transportation relations, presetting 
target indices for the use of public freight transport performances, and 
developing transport normatives, 


--Fneuring transportation based on national economic requirements, and 
organizing and implementing effective freight transportation through 
comprehensive use of scientific-technical progress, territorial efficien- 
cy, division of tasks between the transport carriers for optimal energy 
use, and comprehensive rationalization of the transportation processes, 


-~-Further intensifying socialist cooperation between transport customers 
and transportation and transshipment enterprises with the goal of constant 
work improvement where they interact, optimal use of all transport 
capacities, speeding up circulation, loading and unloading of the 
transportation means, avoiding damage and losses by ensuring great 
discipline, order and safety of all concerned. 
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These basic aspects are translated into practice in detailed tasks, rights 
and obligations set for the Ministry for Transportation and other central 

State organs, for local povernment suthorities, transportation committees 

as well as combines and enterprises (Paragraphs 2-4 GTVO). They are cos- 

plemented by principles of socialist cooperation among those participating 
in freight transportation (Paragraph 5 GTVO). 


The transportstion committees, which have lone since proven themselves as 
advisory bodies in implementing socialist transportation policy, are given 
greater authority (Peragraph 6 GTVO). 


3.3. Use of Freight Transportation Services 


The target indices for using freight transportation services (transport 
indices)--preset for transport customers by state organs responsible for 
them--form the basis for transport contracts with the carriers, and also 
for the operational sonthly transport planning (Para- 

praph 8 GTVO). 


The procedure for allocation, presetting and accounting of target indices 
in a part of the general leral provisions for planning the national 
economy (Planning order). 


The Minister for Transportation, however, has reeulated the procedure of 
transport planning and accounting, including operative sonthly transport 
planning (use of target indices), os well as legal consequences in case of 
breach of duty, through provisions published in the TARIF- UND VERKFHKS- 
ANZ FIGFR. 


A transport obligation (Paragraph 9 GTVO) exicte if, within the framework 
of the preset tarpet indices for the wae of public freight transportation 
performances, a transportation need on the bacie of the national economy 
is present, and basically for that carrier which can carry out the 
transport with the least economic expenditurc, according to the principles 
of division of tasks in freight transportation (Paragraph 7 GTVO). A 
further precondition is that 


--the transport customer abides by the transport regulations and legal 
provisions applying to transportation, 
-~transportation is permissible and possible in the existing transport 
nections, 
combined cargo transporte, traneshipment is possible with the 
t ashipping means available at the tranemission center (can be seen in 
the tartff list). 


3.4 Commercial Law Contracts 
Regulation of the various types of commercial law contracts for the 


freight transportation process (Paragraphs 10-14 GTVO) are based on tried 
legal) formes and principles, perticularly in the case of freight, 
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transportation and transshipment contracts. 't also takes into account new 
requirements through the introduction of a further type of contract, the 
transport coordination contract. This complex commercial contract sigs at 
long-tersa contractual stipulations of coordinated concrete seasures by 
transport customers and transport enterprises. Py its nature ond function, 
it is a long-ters compercial contract in preparation of performance, but 
does not replace other specific contracts (transportation and freight 
contracts). The transport coordination contract is the legal 
generalization of many experiences gained in the intensification of 
cooperation between transport enterprises and transport custosers on the 
basis of new methods (for example, the Odessallicovsk sethod), which freed 
considerable performance reserves. 


3.5 Material Liability 


The regulation on material liability is of teportance for ensuring the 
highest degree of safety, order and discipline in freight transportation, 
and for avoiding all breaches of duty which have an edverse effect on the 
efficiency of freight transportation and lcad to econosic losses. 


Accordingly, the freight transport«tion ordinance contains a complete and 
exhaustive regulation on waterial liability (Paragraphs 25-28 GTVO). Tt is 
based on the principles of general commercial law and is determined by the 
following principles: 


~The extent of material liability of the transport carriers largely 
corresponds to the transportation law of other socialist states, and to 
international transportation law. 


~-Transportation and transshipment carriers aust provide full compensation 
for direct damage to goods. In case of total loss, restitution aust be 
made in the amount of the established price or current value, 
respectively. In case of partial loss, the damage must be indeani fied 
proportionately. Former restrictions on the amount of indeanification, 
which were in force particularly for the rait!road, were dropped with this 
regulation. The extent of liability by inland waterway transportation ts 
settled by modified, technology-related regulations. 


--In cases of failure to meet the delivery date, the proven damage is to 
be compensated up tc the amount of the freight. This clais for damages can 
be demanded in addition to a claim for damages based on different legal 
grounds. Total indemnification, however, gust not be higher than in the 
case of total loss. 


--In principle, no further damages (for instance, for loss of profit) are 
paid. 'f employees of the transportation and transshipment enterprises are 
proven guilty of particularly serious dereliction of duties, then there 
exists a claim for restitution of proven damage up to twice the 
established maxiaum amount of Liability. In such cases, restitution of 
indirect damages can be demanded. 
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-—-Transportation and transshipment enterprises are not liable for damages 
which may have arisen from certain special circumstances and dangers 
iuherent in the transportation process (in the railroad law, formerly 
called “privileged exemption from liability”). Precondition is that no 
other cause for these damages is found which would prove the liability of 
the transport and transshipment enterprises. These factors are clearly 
specified (Paragraph 77, letters a-h GTVO). 


--In case of damage to transportation means, auxiliary transport and 
loading means, transshipment equipment and transport facilities, transport 
customers must compensate for the damage caused in the full amount proven. 


--Transport custowers must pay sanctions, specified in detail, for 
breaches of duty which lead to turnround delays of transportation means or 
1o damage and unauthorized use of transportation and auxiliary 
transportation means. In view of the effects of such breaches of duty on 
optimal use of all transportation capacities and the undisturbed freight 
transportation process, exemption from the legal consequences of liability 
is expressly excluded from these senctions. Corresponding sanctions must 
also be paid by transportation and transshipment enterprises in case of 
precisely specified breaches of duty. 


3.6 Implementing Regulations of the Freight Transportation Ordinance 


The implementing regulations determine the specific legal application of 
the principles of the freight transportation ordinance and the legal 
relations between the transportation and/or tranashipment enterprise and 
the transport customer. They regulate cargo transports of railroad, inland 
waterway and hiphway transport carriers, transshipment of poods, transport 
and use of large and medium-size containers, use of small containers and 
pallets in railroad cargo and small consignment transport. Special rules 
apply to the legal rep: lation of small consignment transports to be dealt 
with later. 


The implementing regulations are conceived in such a way that comparable 
facts are treated uniformly for al! transport carriers. Differentiated 
rulcs were permitted only where urgent technical or technological reasons 
were proven in the transportation process of a carrier. Tried regulations, 
particularly of the previous freight law, were adopted or developed 
further, respectively, made largely uniform for al) transport carriers, 
and written in a short and easily understood form. This did away with the 
present splintering of transportation provisions, and the legal provisions 
Are more easily understood and grasped. 


3.7 Transport of Small Consignments 


The freight transportation ordinance--althouph limited to a few basic 
repulations--also covers the transport of small consienments in GDR inland 
traffic. But the necessary detailed legal regulations of service relations 
were not established in an implementing repulation of the freight trans- 











portation ordinance. father, 2 separate directive was prepared, the Small 
Consignment Transportation Directive (StTO) of 15 February 1984 (5), which 
regulates exhaustively all conditions and leeal relations for the trans- 
port of small consignments. [t is a leral successor provision to the 
freight transportation ordinance as well as an independent, comprehensive 
legal basis for small consignment traasportation for citizens and other 
transport customers subject to civil Law. 


As for persons, the small consignment transportation directive applies to 
all transport customers using small consignment transport performances of 
the railroad or hiehway transport, as senders or recipients. On the part 
of the carriers, it applies to the railroad and road transport eaterprises 
which become active, either alone (direct small consignment transport) or 
in joint action as a transportation community (combined small consizament 
transport (Paragraph | StTO). Materially, the swall consignment transport 
directive covers traditional small consizoments and, as a new ruline, the 
qualitatively new service offered by road transport of miscellaneous e2oods 
transportation for certain partial Loads requiring speedy conveyance. 
Locally, the small consignment transportation directive applies to all 
small consignments transported in GDR inland traffic. Tt applies to trans- 
border small consienment traffic only if there exist no special transport 
regulations (for example, for international ratlroad traffic). 


Since the legal obligation of transportation enterprises, in force since 
1966, to transport small consienments »oa-stop from the seat/house of the 
sender to the seat/house of the recipient, and the legal format created 
for this purpose, the transportation community of railroad and road 
trztfic, proved to make economic sense, the new regulation continues this 
priaviple. 


Purposeful implewentation of the house-to-house principle is a decisive 
prerequisite for effective transportation of small consignments according 
to demand. For this reason, transportation enterprises are basically 
obligated to carry out non-stop transport from sender to recipient. 
Citizens generally have the rieht, but not the obligation, to deliver or 
pick up shipments directly at the cargo dispatch offices. Other transport 
customers can be granted this rieht upon application. 


In the interest of high effictency of transport implementation, transport 
enterprises are entitled to accept small constenments only on certalna days 
and according to certain established directions (so-called acceptance 
according to days and direction) (Paragraph 9 StTO). For this, a plan must 
be prepared and published. This rule, also, had existed previously and 
made economic sense. 


The regulations of small constenment transport under freight Law are 
largely the same as the legal provisions for cargo transportation. This ts 
also true for material Liability in cases of breach of duty. There are 
differences in the determination of sanctions, however, for enterprises on 
the one hand, and for citizens and others oot subject to commercial Law or 
contract Law on the other hand (Paraeraphs 21-26 StTO). 
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For the first time, there is a regulation for the new service type, 
miscellaneous goods transport (Paragraphs 31-42 StTO), for items needing 
speedy transport. “Needing utmost dispatch” are goods which, due to their 
natural properties, their economic importance, or purpose of utilization, 
must be transported in shorter delivery periods than general small 
consignment shipments. 


The miscellaneous goods transport is organized and implemented exclusively 
by road transport. Road transport enterprises are always parties to the 
freight contract vis-a-vis the sender and recipient. Insofar as the 
railroad carries out shipping services for the miscellaneous goods 
transport, it assumes the role of a cooperation partner (employed in 
performing an obligation) vis-a-vis the road transport enterprises. It is 
not a party to the freight contract itself. 


In miscellaneous goods transportation, one road transport enterprise 
assumes collection of the special dispatch items registered for transport 
within its assigned area. After clearing them, they are assembled in a 
collective consignment, and shipment is arraneed either as a railroad 
wagon load in planned train connections or, as an exception, in a road 
vehicle to the recipient road transport enterprise, which breaks up the 
collective consignment and delivers the individual shipments to the 
destined recipient within its assigned area. 


Because of the special nature of this type of performance, compared with 
general small consignment transportation, a special (higher) transport fee 
is charged; in addition, the road transport enterprises have a much higher 
material liability in case of delays of delivery dates (Paragraph 42 
StTO). 


4. Legal Structure of Public Passenger Transportation 


The ordinance on management and implementation of public passenger 
transportation--Passeneer Transport Ordinance (PBVO)--of 5 January 1984 
(6) regulates untformly all questions of management, organization and 
efficient implementation of public passenger and luggage transport of all 
carriers for inland traffic in the GDR, taking into account the tasks, 
rights and duties resulting therefrom for central and local state 
authorities, combines, enterprises and other economic units. The 
passenger transport ordinance also establishes 


--the major obligations of the transport enterprises and the transport 
customers, 

--the most important principles for structuring its contractual relations 
and cooperation in transportation, 

--the requirements to ensure order and safety in the traffic installations 
and the means of transportation, 

--the legal consequences of irregularities, and 

--the principles of material liability in breaches of duty. 
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The special conditions fur transportation performances by the transport 
enterprises of the various carriers of inland traffic in the GDR are 
regulated on the basis of the passenger transportation ordinance through 


--the directive on public transportation of passengers, baseage and 
express freight by railroad--Passenger Transportation Directive (PBOF)-—-of 
5 January 1984 (7), 

--the directive on public transportation of passengers and baegage by road 
transportation, commuter traffic and passenger navigatton--Passeneer 
Transportation Directive (PBO)--of 5 January 1984 (8). 


With the passenger transportation ordinance and the two directives 
mentioned, there exists for the first time a complex, socialist passenger 
transportation law suited to the requirements of the developed soci«list 
society in the GDR. The regulations were established through Logical 
application of the principles of the civil code of the GDR (9), and in 
accordance with international traffic law, particularly the traffic Law of 
other socialist states. 


4.1 Scope of Application of the Passenger Transportation Ordinance 


Materially, the passenger transportation ordinance applies to the manage- 
ment and implementation of public transportation of passengers, Lugeage 
and express freight, including carrying objects and animals on the means 
of transportation; structuring relations between transport enterprises and 
transport customers in passenger transportation, and the services 
connected with it; and to behavior at tcaffic installations and in means 
of transportation. 


Relating to persons, the passenger transportation ordinance applies to 


--transport enterprises and transport customers (1.e., passengers, 
travelers and state authorities, combines, enterprises and other economtc 
units using the services of transport enterprises), 


--State authorities, combines, enterprises, institutions, societal 
organizations and cooperatives, if the passenger transportation ordinance 
has given them management or implementation tasks, or participation, in 
public transportation of passengers, Luggage or express freight, 


--Citizens being present at traffic installations or means of transporta- 
tion without using transportation services. 


The passenger transportation ordinance is in force locally for the 
services mentioned within the GDR; it applies to trans-border traftic only 
insofar as there are no special legal provisions and fees. 


The material scope of application of the passenger transportation 
ordinance covers 
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--Railroad transportation of passengers, luegage and express freight 
between railroad stations in the CDR, 


--Carryine objects and anisals on the means of transportation, 


--Railroad services connected with passenger and luggage transportation 
(for example, checking bageaee etc., givine information), 


--Behavior at traffic installations and in railroad transportation means. 


The material scope of application of the passenger transportation 
ordinance also covers public transportation of passengers and luggage by 
transport enterprises of all types of ownership in the GDR, if it is 
carried out by gsotor buses, trolley buses, subways, streetcars, pioneering 
railroads, passenger ships, ferries and other watercraft, automobiles for 
taxi service, cable cars, lifts, and vehicles pulled by draft animals. It 
also conce ns carrying objects and animals on these transportation means, 
hehavior at traffic installations and in transportation means, and other 
services by the transport enterprises concerned with passerger transport. 


4.2 Transport Policy Principles for Passenger Transportation 


For the first tige, transport policy principles for passenger transport 
were established in legally binding form (Paragraph 3 PBVO). Accordingly, 
it is the legally binding task of those state authorities and transport 
enterprises responsible for the sanagement and iaplementation of passenger 
transport, to ensure comprehensive satisfaction of society's dynamically 
growing transportation needs through high quality, but with ainiaal 
economic expenditure and efficient use of energy. From this basic task 
setting, the specific responsibility and resultant obligations of the 
Ministry for Transportation are derived (Paragraph 4 PBVO). 


Since under other legal provisions of the GDR, local people's represent- 
atives and the councils of bezirks, kreises, towns and communities carry 
the overall responsibility for fulfilling traffic tasks in their territo- 
ry, concrete responsibilities for public transportation of passengers, 
luggage and express freisht are specified on the basis of transport policy 
targets (Paragraph 5 PBVO). 


4-3 Duties of Transport Enterprises 


In the passenger transportation ordinance, only the major duties of 
transport enterprises are regulated (Paragraph 7 PBVO). To be stressed is 
the legal obligation of transport enterprises to ease and constantly 
improve the use of transport services by the citizens through further 
development of dispatching technologies (for example, riding with a 
factory pass). It is also the duty of the transport enterprises to advise 
citizens on all questions of passenger transport, behavior on traffic 
installations and in transportation means, and to provide information on 
travel schedules, legal provisions governing passenger transport, fares, 
and other regulations. 
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Citizens have the duty to inform themselves sufficiently and in esood tiae 
about the legal provisions governing transportation (Paragraph 9 PBVO). 


Of importance are the principles of socialist cooperation between trans- 
port enterprises and state authorities as well as enterprises subject to 
application of the law of contracts (Paragraph 8 PBVO). They aim at joint 
fulfill@ent of the tasks with the cooperation of citizens and their 
collectives, optimal structuring of passenger transport according to need, 
and avoidance of peak traffic hours through staggered work hours. The 
state authorities and enterprises are also obligated to conclude with 
transport enterprises coordination agreements or other economic agreements 
on intensification of their cooperation, if there exist between them 
permanent relations regarding transport services. 


4.4 Material Liability 


The passenger transportation ordinance contains some principles on 
material liability in case of breach of duty (Paragraph 15 PBVO). The 
parties to a passenger transport contract are Liable for a breach of their 
duties according to the regulations of the Law of contracts or the Civil 
Code, respectively, and must bear the legal consequences of 4 breach of 
duty. In this, the stipulations of the Civil Code apply unrestrictedly to 
injuries to a citizen's health caused by passenger transportation, and to 
damages to objects which he carried with him during the transport. 


Tf certain legal consequences are stipulated in legal provisions on 
implementation of passenger transport, or in contracts relating to 
breaches of duty, these come into force exclusively. 


Ensuring the highest degree of safety and order is an absolutely essential 
precondition for effective passenser transportation according to need. For 
this reason, the passenger transportation ordinance formulates in a 
general clause the goal and content of ensuring order and safety, and 
derives from it specific behavioral requirements, listed as examples 
(Paragraph 13 PBVO). Administrative penalities are provided for deliberate 
infringements of these behavioral requirements (Paragraph 14 PRVO). 


For the protection of socialist property, new rates were established for 
tickets bought en route (Paragraph 12 PBVO). A transport customer without 
a valid ticket aust pay an extra fee of twice the amount of the transport 
fare without reduction, or at least 20.00 Marks. If no valid ticket can be 
shown for carry-on objects or animals, an extra fee of twice the amount of 
the transport fare, or at least 10.00 Marks per piece or animal, aust be 


paid. 


4.5 Passenger Transportation Ordinance for the Railroad 
The railroad passenger transportation ordinance contains the essential 


legal foundations for transport services, rights and duties, as well as 
requirements to ensure order and safety. These Legal foundations are 
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complemented by the schedule of fares for railroad transportation of 
passengers, luegage and express freight (TPF), which came into force as 4 
complementary transport condition at the same time as the passenger 
transportation ordinance. 


Noteworthy, and 1 first for railroad transportation, are the specifically 
Stipulated qualitative criteria, the legal obligations of the railroad in 
case of transport irregularities (Paragraph 3 PBOE), clear regulations on 
railroad liability for posting faulty tigetables and giving wrong 
information (Paragraph 24 PBOF), and increased railroad liability for 
travel baegage and express freight in case of failure to meet the delivery 
date (Paragraph 45 PBOF). 


New regulations were introduced for asserting certain claims for damages. 
In the interest of protecting the railroad from unjustified claims, and in 
order to better secure evidence, the traveler now has the new obligation 
of informing the railroad immediately if objects carried on by the 
traveler suffered damage or loss of value, or if animals were injured or 
killed, respectively, for reasons for which the ratiroad is responsible. 
Tf this notification is omitted, there is no claim for damages (Paragraph 
20, section 10 PBOE). 


Also new is the obligation of a transport customer to tamedtately report 
to the railroad the total or partial loss, damage or other Lowering in 
value of objects kept in a luegage Locker. In this case, also, there is no 
claim for indemnification if immediate notification is not carried out 
(Paragraph 23, section 8 PBOF). 


Reeulations identical in content are planned in the passenger transporta- 
tion ordinance for road transport, commuter traffic and passenger trans- 
port by ship. 


The passenger transportation ordinance also contaias regulations on 
contractual worker and student transport by motor buses. This deals with 
transport services on the basis of economic agreements which, under 
certain conditions and prerequisites, can be concluded between transport 
enterprises and state authorities or transport customers subject to the 
law of contracts, respectively. 
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GERMAN DEMOCRATIC REPUBLIC 


BRIEFS 


NEW CONTAINER SHIP-——-Rostock 10 Nov (ADN)--The new container ship "Rudolstadt"™ 
left Wismar (GDR's Rostock Bezirk) for the Mediterranean on Sunday on its maiden 
voyage. The special purpose freighter, with a dead weight tonnage of 7,960 is 
the third of six ships of the so-called Halberstadt series, which are being 
built at a Spanish shipyard for the Deutfracht-Seereejerei. The first freighter 
of this type was taken over by the GDR merchant fleet in June. /Excerpt/ 

/East Berlin ADN International Service in German 1701 GMT 10 Nov 85 LD/ 12228 
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POLAND 


SZALAJDA VIEWS ECONOMIC TIES WITH AUSTRIA 
AU291050 Warsaw RZECZPOSPOLITA in Polish 21 Nov 85 pp 1, 5 


[Interview given by Deputy Premier Zbigniew Szalajda to RZECZPOSPOLITA 
reporter Tomasz Bartoszewicz; date and place not given) 


[Excerpts] [Bartoszewicz] We are witnessing the rapid development of trade 
with Austria. To what can this be attributed? 


[Szalajda] Yes, we can talk about a rapid increase in trade, particularly 
over the last 2 years. Everything points toward the precrisis level of trade 
being surpassed this year. More importantly, this is taking place thanks to 
the rapid growth of exports to Austria. A rapid growth in trade was also 
recorded in the 1970's, but that was largely due to increases in our imports 
from Austria. 


[Bartoszewicz] Does this mean that we have a surplus trade balance with 
Austria at the present time? 


[Szalajda] Wo, we still have a negative trade balance, but it has been 
brought down to a reasonable size (last year it amounted to $8.1 million). It 
is true that we recorded a rather high deficit in the first three quarters of 
this year, but the results for the entire year should be rather better. This 
year's trade balance has been shaped by accelerated imports of materials and 
supplies for industry, where output is rising. 


[Bartoszewicz] One still sees few prospects of a further rapid increase in 
our exports when one looks at the structure of trade. There are, after all, 
no indications of increased supplies of coal and coke for export.... 


[Szalajda) You are right. The structure of our exports to Austria is not 
advantageous when 50 percent of our exports consist of solid fuels. This is 
in part a result of a reduction in the number of areas in which we cooperate 
and in the ties which linked us with Austrian industry in the 1970's. The 
restoration of these ties is, therefore, an essential prerequisite for a 
further increase in exports. We intend to bring up this subject during the 
course of the joint commission's meetings. We should like, for example, to 
expand cooperation between the Jelczaneki automobile plant and Steyr-Daimler- 
Puch; they have been engaged in cooperation since 1975.... 








[Bartoszewicz] Are there other potential areas for cooperation between Polish 
and Austrian industry? 


[Szalajda] In accordance with the decisions taken at the previous, ninth 
session of the Joint Commission on Polish-Austrian Cooperation, certain 
proposals concerning cooperation have been made to the Austrian side. The 
proposals cover technology machine tools, aircraft engines and parts; and 
machinery and appliances for the iron and steel and food industries. These 
proposals have been examined by the Austrian side, and we expect them to 
express a position on the proposals during this commission session. If 
progress in these areas is made during the meetings of the commission, then 
the possibility of a further expansion of trade will certainly arise. 


Many new cooperation undertakings worked out in various branches of Polish 
industry will also be presented during commission meetings. The areas covered 
by these proposals include the mining and power industries, the chemical 
industry, forestry, and egriculture. That Austrian industry is interested in 
possible cooperation is attested to by the fact that many groups representing 
Austrian concerns and enterprises as well as senior government representatives 
have been arriving in Warsaw. The commission session provides them with an 
opportunity to hold discussions with managers of industry and the session 
will, I hope, result in new contracts on cooperation. 


[Bartoszewicz]) To sum up our conversation, what do you expect from the 
meetings of the joint commission? 


[Szalajda}] The meetings of the commission will provide a good opportunity to 
discuss all current and future problems connected with economic, industrial, 
and scientific and technological cooperation between our two countries. In 
the long run, the crowning achievements of the talks on cooperation will be 
the signing of a new long-term agreement on economic, industrial, and 
scientific cooperation. It will replace the agreement on cooperation that 
was signed more than 10 years ago and which has lost some of its currency 
since then. We envisage the development of cooperation in areas in which 
progress is essential if our two countries are to meet the challenge of 
competition in world markets. These areas include electronics, automation, 
and production of industrial robots. A large part of the program of coopera- 
tion will also be devoted to the protection of the environment. The realiza- 
tion of the principles of the program will facilitate the acceleration of 
growth rates in our two economies. 


Taking into consideration the desire of both governments to expand coopera- 
tion, I should like to express the conviction that the forthcoming session 
wil) mark the next stage in the development of good relations in all areas. 


/9599 
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POLAND 


PRIME MINISTER, BANK PRESIDENT ON SEJM BUDGET DEBATES 
LD272243 Warsaw Domestic Service in Polish 1800 GMT 27 Now 85 


[Statements by Minister of Finance Stanislaw Nieckarz and Wladyslaw Baka, 
National Polish Bank President, made during the 25 November Sejm session to an 
unidentified reporter; passages in quotation marks recorded] 


[Excerpt] The first speaker reporting for the government, was Ministe: of 
Finance Stanislaw Nieckarz. He presented the draft budget for 1986; the draft 
law on the fund for servicing the foreign debt; and the draft resolutions on 
the balance of payments, the plan for the fund to service foreign debt, and 
the definition of the goods and services list for which official prices have 
been set. 


Onc of the theses advanced in the speech by Minister Nieckarz was that in 
planning the expenditures, the government adopted the principle that we must 
be thrifty but not mean, we must stop unnecessary spending but we cannot save 
by cutting expenditures important for society and the economy. The situation 
requires an increase in subsidies for the prices of goods and services by 158 
percent, subsidies for the communal and housing sector by 37 percent. 


Speaking avout ovr foreign debt, Minister Nieckarz said: 


[Nieckarz] “An increase will take place in the indebtness to the socialist 
countries from 5.6 billion tra:efer rubles at the end of the current year to 
6.3 billion transfer rubles at the end of 1986. 


"The draft balance of payments which is being presented to the Sejm for 1986 
in convertible currencies [waluty wymienialne] envisages the excess of export 
income over the import expenditure by $1.5 billion. It is not large enough 
yet to halt the increase in the level of indebtness. At the end of this year, 
its level will increase from $29.2 billion to about $30.5 billion at the end 
of 1986." 


In the break in today's proceedings, a Warsaw redio reporter asked Minister 
Nieckarz for a statement: 


[Question] “Mr Minister, in the coming year the planned budget will have a 
deficit of 150 billion zloty. What does this mean? 
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[Answer] “This means that budget expenditures, that is by the state, are 
higher than income; but in our circumstances, with the lack of free monetary 
capacity at the banks, this means unfortunately, that the budget will be 
covered by printing money and in a sense this measure encourages inflation. 


[Question] “Inflation will increase because of this. 
[Answer] "We have no means to cover this deficit [words indistinct]. 


[Question] “In your speech today you said we have to save, and save very 
hard. 


[Answer] “It is not possible to achieve progress in all spheres of socio- 
economic activity. On the other hand, we are providing essential means to 
achieve progress in the fundamental spheres in the growth of production, to 
creat a material base for improving living conditions as well as providing 
essential resources for maintaining the basic standard of the welfare 
services and benefits for the society. Returning to the budget deficit for a 
minute, I must say that I am convinced that if all undertakings of the 
government's economic policy are successfully reslized, the deficit could in 
fact be a bit lower. This would be a great thing.” 


The draft credits’ plan, balance of sonetary incomes, consumer expenditures, 
and the assumptions of the fiscal and credits policy for 1986 as adopted by 
the government were presented by Wladyslaw Baka, president of the National 
Polish Bank. He said that out of the total amount of planned growth for 
credits in 1986--which will amount to over 1.1 trillion zloty--the over- 
whelming majority, 850 billion, will be earmarked for unite of the socialized 
economy and directed primarily to help the enterprises in their development 
activities. As regards investment credits, the majority will be employed in 
financing central investment projects and cooperative housing construction. 
In the break during proceedings, Wladyslaw Baka told our reporter: 


[Baka] “Incomes will increase by about 16 percent and wages by about 14 
percent--that's one thing. Second, [words indistinct). A price increase from 
8.5 to 9 percent is planned. Without growth in market production, all these 
financial plane will make no sense, as if there were no planned 4 percent 
growth in supplies in market goodse--in some categories of goods this would be 
5 or 6 percent--then the best budget and best plans for the balance of pay- 
ments will not help.” 


However, the reality is that we will be short of means of production and raw 
materials. 


[Saka] “There is no place in the world where there are no shortages. There 
have always been shortages. The point is that it is difficult for society to 
adapt to such conditions of erroneous systems (?of economic planning). 
Presently, the trend here is such that economic pressure will force enter- 
prises--since this is where everything is decided in the end--to adapt to the 
more difficult norms and limits.” 


/9599 
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CHLOPSKA DROGA EDITOR DISCUSSES GOALS, DUTIES 
Warsaw PERSPEKTYWY in Polish No 42, 18 Oct 85 p 14 


[Interview with Mieczyslaw Rog-Swiostek, editor of CHLOPSKA DROGA, by Henry 
Maziejuk; date and place not specified) 


[Text] Since 1949, Mieczslaw Rog-Swiostek has been editor of the KC PZPR daily 
CHLOPSKA DROGA, now in its 40th year of publicetion. He combines journalism 
with previous social and political activities which stretch back to the Occu- 
pation. True to his convictions, he is a staunch critic of corruption. At his 
interview with a representative of PERSPEKTYWY, he traces his life and shares 
his thoughts on what was and is detrimental to society and why it is necessary 
for one to voice his opposition. 


PERSPEKTYWY: Sir, what are your feelings towards the printed word? 


Mieczyslaw Rog-Swiostek: <A word is something which should always command re- 
spect. I had always regarded it with the deepest reverence, because to me, it 
symbolized wisdom and the strength of great ideas. You will understand this 
more easily when I tell you that I was self-taught. I was indeed fortunate to 
have completed, in 1932, a primary education; however, I was excluded from at- 
tending high school. With great effort, I obtained a high school diploma ex- 
tramurally. I hungered for knowledge and devoured many books. 


[Question] Sir, words became an integral part of your profession. You make 
use of them in your position as editor and journalist. In fulfilling their 
essence, do you continue to hold true to your former convictions? 


[Anewer] Yes, in the sense that their praise should be subordinate to that 
which a person believes in wholeheartedly and recognizes to be most just. 


[Question] Sir, you speak of the poverty in which you grew up. Young people 
think of those times as being so distant, as if they never occurred. 


{[Anewer] It is not easy for one to imagine what it was like without having 
experienced it. Somehow everything associated with country life I regard with 
much fondness. 1 remember the pre-war years as being extremely harsh. I come 
from the Ilza area, in the heart of the Kielce district, where a oumber of 
families had to struggle to keep body and soul together on a few morgens 











{equivalent to two-thirds of an acre] and sometimes even on only one morgen of 
land. People lived in complete hopelessness and misery without any prospects 
for improvement. I admit that there were farmers and peasants better off but 
they were few and far between. Bandits prevailed, searching for bread where- 
ever it could be had. Young people could not overcome village barriers or 
break away from their father’s land. They were as if “destined” to their fate 
without any hope for its change. 


[Question] Sir, you speak with great fondness about your »«reats whose photo- 
graphs hang above your des... 


[Answer] Could it be otherwise? They were wonderful, int«iligent, simple 

people with perseverance and tenacity. They waintained « peasant dignity that 
did not give in to poverty. There were six of us and a cow occupying one cot- 
tage on five morgens of land. We did not nave a horse. My father taught hinm- 


self to read am" » :*e which, at that time, was unique. He held a strong de- 
Sire for me.» *<°: + .\t a seminary for teachers at ®odzentyn; unfortunately, 
the sc‘iwol w.. 2t, .isied. In my county, which then sumbered 9000 inhabitants, 


only ts boys © + pessant families graduated from this school, but as a re- 
sult of yaemn.- 4c, they too remained on their father's land. 


|< atiion] I expect that it was these particular conditions that led to your 
rebellion and determination to seek jusiice? 


[Answer] After much uncertainty, I came to realize that an improvement in a 
peasant's status, which I yearned for desperately, would not come about auto- 
matically. Being of this opinion, I decided to join the ranks of the Polish 
Workers Party [PPR]. I looked forward to, and expected, land reform and com- 
pulsory education for peasant children. What followed, however, was war and 
the underground movement. 


[Question] How did the saying go?- “The higher the sun, the closer is 
Sikorski". 


[Answer] Yes, there were many disappointments. Poland's collapse was devas- 
tating, but it did not lead me to total despair. I came to be a conspirator 
as early as 1940 for I was being hunted by the Gestapo when they discovered 

my activity in voluntarily collecting weapons in the forests of Starachowice. 
At first I found myself in the Union of Armed Struggle [ZWZ] for as yet no 
other underground organization existed. It was there that I finished an under- 
ground military school and became active in the Kielce resistance movement up 
to the time of Poland's liberation. 


[Question] Sir, your name is primarily tied to SWIT [The Dawn]. 


[Answer] Yes, because our concern was not only for an independent Poland but 
also a People's Poland. That is why, back in 1942, 1 helped organize a so- 
called revolutionary group of workers’ intelligentsia calling itself “Swit". 
It was well-known throughout the Kielce district. Subsequently, I became one 
of the organizers of a partisan detachment named "Swit". When the group 
announced its accession to the National People's Council [KRN] it became part 











of the People's Army, and became known, in 1944, as the Kielce "Swit" Second 
Brigade of the People’s Army. An underground newspaper also went by this name, 
one which I helped to cdit as an amateur. I can say that it was precisely SWIT 
that put me on the side of a social force with leftist tendencies. 


[Question] One, on hearing this, would think that these events occurred in 
sequence, without conflict, but I am assuming that this was not the case, is 
this true? 


[Answer] Of course. As a youth still quite immature but yet much of a roman- 
tic, at times naive and filled with humanistic ideals, I had to overcome severe 
hardship and intense change under the difficult conditions of a resistance. 

How I struggled within myself! You cannot imagine the difficulty I experienced 
in rediscovering and realizing past dreams and desires which I still carried 
within me. For example, even if the problem could be dealt with by revolution- 
ary means, should I consent to it? I was brought up believing in a faith which 
discarded the use of force. On the other hand, it was a struggle in the de- 
fense of the poor and oppressed with whom I became unified. It was only later 
that I found the teachings of Marx and Lenin. 


[Question] It would seem logical than for you to join the PPR. Is that so? 


[Answer] The party was the political force whose programs seemed to me to be 
the most reformatory and consistent. And that is why as early as 1943 I found 
myself in the ranks of the party. Later I became its regional secretary with- 
in the underground system. I must admit that what drew me most to the party 

was the vision of equality and social justice, land reform and compulsory edu- 
cation. This is why as a partisan, I enthusiastically distributed the Manifesto 
of the Polish Committee of National Liberation [PKWN] among the villagers of the 
Swietokrzyski mountain region even when the front stood along the Vistula. 


[Question] Forgive me for asking about the details of your biography, but it 
is truly unique and worthy of recognition. Sir, you had mentioned, albeit un- 
intentionally, that there was a threat made on your life? 


[Answer] I would rather not go into that at this time. It is a chapter in it- 
self which should be discussed in a book. The new Poland, after all, came into 
being under unusually complex circumstances set off by a power struggle; and 
fanaticism, when it concerns politics, can be at its worst. When manors and 
estates were being broken up, in which I took part wholeheartedly as then 
organizational secretary for Kielce's Provincial Committee of the Polish 
Workers Party [KW PPR] (previously I had been Town Committee [KM] secretary in 
Radom), I sometimes found myself on every other day having to attend the funer- 
al of those killed by reactionaries’ bullets. 


[Question] Sir, you had all the traits necessary to climb to the top of the 
political ladder, but instead you chose a career in journalism. How did this 
happen? 


[Answer] If I tell you that this was my dream it might sound somewhat incred- 
ible, but that is the honest truth. My involvement in this profession, however, 
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was not immediate. First and foremost, I was preoccupied with the fierce 
battle waged over Poland's future political structure. I look back fondly 

on those pioneer, difficult, crucial years in the country's history. Back in 
those years as a KC PPR instructor, I helped organize a national and municipal 
government; travelled to rallies where I delivered speeches to calm ideological 
fears; transferred the poor peasants of the Kielce district to the lands along 
the Oder River, to the Opole district and to Lower Silesia. Much could be said 
of this. 


[Question] Yes, of course, but what caused you to choose CHLOPSKA DROGA? 


[Answer] I was attracted to it because it fought for social, economic and 
cultural advancement of the villages. Also CHILOPSKA DROGA was then, so to 
speak, at the head of a movement fighting for the peasant cause. It went deep 
into the countryside, representing the party line. Whoever had it in his pos- 
session and read it, could have run the risk of repression at the hands of the 
then existing underground. There were cases where some had been beaten be- 
cause of it, others coerced to “devour” it. Therefore, when the first editor 
of the newspaper, Czeslaw Skoniecki, an active member in the Communist Party of 
Poland [KPP] and an intelligent, sensitive individual, relinquished his post, 
he indicated that I should become his successor. The party leadership then 
entrusted me with performing this duty. 


[Question] Sir, have you no regrets on resigning yourself from participation 
in other activities? 


[Answer] Not the slightest. A politician has to know how to proceed in a cal- 
culated manner; he has to be impartial and keep a2 cool head, but I am somewhat 
sentimental and rather emotional. The work I do now provides me with a con- 
siderable amount of satisfaction. 


[Question] However, you were a member of the party's Central Committee [KC], a 
Sejm delegate, member of the People's State Council, and performed, and continue 
to perform, many other important elected functions. 


[Answer] Yes, but I would rather call myself a social activist than a politi- 
cal one. 


[Question] Wouldn't you call it a feat to have remained editor of the same 
publication for so long? 


[Answer] Not so much with my owa service as that of the collective body with 
whom I edit the paper. We were bound from the very beginning by the principle 
that we were publishing the newspaper not only for the readers but together 
with them. We strive, in accordance with the party line and resolutions passed 
by the Ninth Congress, to help the rural areas with their aspirations for prog- 
ress and modernization. We do not avoid difficult questions. Back in the 
1950's, our newspaper initiated a correspondence movement. After all, we have 
always made it a point of looking after correspondents and staff who assist us 
in editing the newspaper. We try to maintain a close knowledge of village 
affairs, therefore making it difficult to detach ourselves from the land. May- 
be that is why we have so many faithful readers who can identify themselves 


with us. 
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[Question] If I had to appraise CHLOPSKA DROCA, I would say that it is an 
objective, clear-cut and critical paper, treating today's villages with their 
traditions in a competent and attentive manner. I would think that maintaining 
such a policy was at times difficult. 


[Answer] This is true. As everyone is well aware, treatment of the country- 
side has undergone change, not so much in theory as in practice. I was merci- 
less in my hand'ing of mistakes and corrupt practices in land management, 
wrangling over a number of issues. If these problems could not be expressed 
in the columns of a paper, I wrote letters to the authorities, spoke out about 
them publicly and at meetings with members of the cabinet. My appeals brought 
me before the highest representatives of the government. 


[Question] Sir, you are well-known for your boldness and critical nature. But 
during 1980-81, when former supporters of the Solidarity movement became super- 
critical and defiance became the norm, you stood in opposition to the flood of 


demagogues. 


[Answer] I simply remained being myself. I was indeed for reform because it 
seems to me that [I never abandoned the notion of making the world a better 
place. But I could not agree to disavow the historical achievements made by 
People's Poland and unreasonably reject everything connected with a system of 
government that is not only socialist but of the working class. I was merely 
defending ideals which I too contributed to modestly, because after all, they 
were and are also my own. And CHLOPSKA DROGA helped me in this. 


13090/12859 
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POT.AND 


SPOKESMAN OUTLINES ‘CONSTANTLY IMPROVING' STANDARDS 
PM281015 Zielona Gora GAZETA LUBUSKA in Polish 4 Nov 85 p 4 


[Interview with Adam Dunalewicz, head of the Polish Government Press Office, 
by an unidentified KAR correspondent: date, place not given] 


[Text] Question: There are many symptoms, obvious to the naked eye, that 
unequivocally indicate that between 1981 and 1985 growth tendencies began to 
appear in our economy. Better industrial results, more goods in the stores, 
gradual abolition of rationing: These are just a few examples that prove that 
we have already emerged from the worst depression. But the average man in the 
street has a single essential, practical gauge to judge these changes by: the 
so-called living standard. Is it rising or falling? In other words, how has 
the living standard of the Polish population fared throughout the past 5 
years? 


Answer: The socioeconomic crisis of 1980-1981 resulted in a serious drop--of 
the order of 20 percent--in the population's real incomes. In fact, this 
decline trend lasted from 1979 to 1982. In 1982 distributed national income 
was 25 percent lower than in 1979. By 1983 the decline in the population's 
real incomes was arrested, and in 1984 there came a slight but clearly 
noticeable increase in the population's incomes. 


Question: This, however, tells us little. It does not, for instance, tell us 
whether we were already better off or still worse off last year than, say, in 
1980. 


Answer: We were still significantly worse off. In the case of the group most 
severely affected by the crisis--I am referring to old-age and disability 
pensioners--the drop in real incomes in 1984 as compared with 1980 reached as 
much as 19 percent. Workers’ incomes had fallen by 16 percent, and farmers’ 
incomes by 13 percent. Worker-farmers were least affected by the crisis, 
because their incomes fell by only 7 percent over the period under discussion. 


Question: All right, but what is the situation this year? 
Answer: The growth trends in real incomes that appeared last year are quite 


pronounced this year too. The number of families with so-called “low incomes" 
has fallen by 600,000. Real incomes in the households of old-age and 
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disability pensioners have grown since last year by 1 percent, in worker 
households by 4 percent, and in farmer households by as much as 10 percent. 
In worker-farmer families they went up by only 1 percent. There are also 
other standards beside real incomes by which to measure the growth of the 
living standard, such as the increased food and consumer goods consumption, 
the higher number of consumer durables in use in households, the improved-- 
despite everything--housing conditions, developments in education, culture, 
health care, and so on. 


Question: In other words, although we are still not well off, our circum- 
stances are nevertheless constantly improving... 


Answer: Constantly improving. The changes for the better are taking place at 
a steady rate, although the public feels that the process of emerging from the 
profound difficulties of the years 1980-1981 is still sluggish. Such, how- 
ever, are the general conditions imposed by the economic situation of our 
country. 
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PRICES REVIEWED FROM CONSUMER'S VIEWPOINT 
AU181234 Paris AFP in English 1137 GMT i8 Nov 85 


[Text] Warsaw, Nov 18 (AFP)--There is a tiny islet of prosperity in Poland 
even in winter, and that is the Polna Market, in the centre of Warsaw, where 
one can buy Italian grapes, Caspian caviar, avocado pears and Spanish oranges. 


This market, well known tc Poles and foreigners, has more or less survived all 
the country's vicissitudes and strangely enough even seems to have been spared 
the food crisis which has hit Poland in the past five years. 


But there is one important condition for customers in this 500-square-metre 
market which is as well stocked as any in Western Europe--they must be 
wealthy. 


A quick look at the prices shows why. 


A bunch of Italian grapes still in their original wickerwork basket costs 
2,500 zlotys (17 dollars), the same as a jar of Nescafe. Olive oil costs 
2,200 zlotys (15 dollars), Costa Rican bananas 1,600 zlotys (11 dollars) and 
an avocado pear 1,000 zlotys (seven dollars) each. 


These kind of prices are prohibitive for an ordinary Pole here whose average 
monthly wage is about 18,000 zlotys (120 dollars). 


All they can do is to buy some luxury item from time to time for a special 
occasion. 


The market is supplied from the West, through private channels, and mainly 
used by foreigners here, or by Poles who have made money in the private 
business sector. 


Nearby is the state-run Koszyki Market for ordinary housewives. Here the 
apples are half the size of those in the Polna Market--but they cost only 55 
zlotys per kilo (about 40 U.S. cents for 2.2 lbs.)--and the tomatoes are also 
smaller and of lower quality. 


There is no question of oranges here or any other citrus fruits, except for 


Cuban grapefruit, somewhat green and not very attractive. But there are 
plenty of cheaply priced mushrooms, cabbages, leeks, carrots and potatoes. 
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Food rationing introduced in 1980 has been slightly relaxed, particularly for 
butter and sugar. 


Meat is still very short, as proved by the queves outside butcher's shops. 


A Polish family's meat ration is 2.5 kilos (5.5 lbs.) of meat and cold cuts 
per person per month. But steelworkers, miners and expectant mothers get a 
larger ration. 


Housewives anxious to obtain more food buy from farmers selling on the black 
market which has sprung up in the towns. From 30-40 percent of meat produced 
in this country is either sold on the black market, or eaten by the farmer. 


Only meat, chocolate and petrol remain rationed. 


While food supplies have improved since the end of 1982--without ever reaching 
the level of the Gierek era (1978-79)--Poles have seen a decline in their 
buying power in the past five years with inflation which is currently running 
at from 17-18 percent. 


Inflation has badly hit retired people living on pensions which on average are 
about 8,700 zlotys (60 dollars) monthly. The government recently suggested 
that those able to do so, should go back to work with their old firms to 
increase their incomes. 


The newspaper ZYCIE WARSZAWY admitted recently that additional work was 
probably the only way that a pensioner could make ends meet. 


The Communist Party daily newspaper RZECZYWISTOSC recently gave the example of 
a family of five's budget. Dorota, a shop assistant, and her husband, a 
mechanic, have three children and they spend 15,000 zlotys (102 dollars) 
monthly on food and meat, and 5,000 zlotys (35 dollars) of this sum is spent 
on the black market. 


In the past 10 years they have only been away on holiday twice, and rarely go 
to the cinema or theatre as each outing for five costs 400 zlotys (three 
dollars). 


But Dorota refuses to dream of what she would buy if she had more money 
"because then I will not be disappointed." 


/9599 
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YUGOSLAVIA 





CRITICISM OF ROLE OF INTEREST COMMUNITIES CONTINUES 
Belgrade BORBA in Serbo-Croatian 18 Oct 85 p 2 


[Excerpts] The news that all three chambers of the Serbian Assembly have 
proposed legal changes in the organization of SIZs [self-management communities 
of interest] in this republic has flared up and is smoldering throughout the 
country: the SIZs are in need of radical changes. Some simple facts confirm 
this: one-third of the material income of the economy is spent in these forms 
of “interest organization" and all fields where these interests are carried 

out through SIZs, either in the economy or in social sectors, suffer from 
chronic malfunctioning. In short, there are too many, they are not effective, 
and they account for the lion's share of the excessive administration in the 
economy. 


Do the suggested changes support the constitution or are they in opposition 
to it? At the beginning of this year a work group of the Federal Council for 
Questions of tie Social Order made the judgment that SIZs were a para-state 
institution, diametrically opposed to the role assigned them by the consti- 
tution. 


In 1974 somewhat more than 1,000 SIZs were organized in the SFRY; by 1984 
there 10 times more. In addition to their ineffectiveness, they are burdened 
with a huge number of staff workers; in Slovenian these employees account for 
4.2 percent of the total number of workers, in Macedonia for 6.8 percent, and 
in Kosove for 10.1 percent. 


Although they deal with very large funds, they do not have much control...; 
they very often operate and make decisions without a quorum. At a conference 
on in Belgrade a few days ago it was established that not even one-half of the 
177 SIiZs in this city have kept good records on self-management control. 


/12859 
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YUGOSLAVIA 


ENTERPRISE HEAD NOTES USELESS SYSTEMIC METHODS, URGES REFORM 


Belgrade EKONOMSKA POLITIKA in Serbo-Croatian 24 Oct 85 pp 17-21 


{Interview with Josip Vojvodic, General Director of the "Vinkovci" 
Agroindustrial Combine, by Ruzica Vuger, date and place not specified) 


(Text) Even the new plan - whatever the pains we take to compile it as well 
and as realistically as we can - will be a house without firm foundations 
unless we establish a gore appropriate economic system which through economic 
motivation and econogic coercion will guide independent economic entities, 
pursuing their own interests, to achieve social planning goals as well. But 
we cannot arrive at that kind of economic systesa with individual pieces of 
legislation whose application we then postpone or water down, “since all the 
other preconditions have not been put in place,” but only through radical and 
integral economic refora. 


This approach of Josip Vojvodic, general director of the "Vinkovci" PIK 
{agroindustrial coagbine]), to the debate of the new mediua-ters plan and 
certain legislative bills (banking, the systea of distribution) in the 
republic council of SR [socialist republic) Croatia for economic development 
and economic policy was the occasion for our sore extensive conversation, 4 
compressed version of which we are presenting below. The interview was 
conducted by Ruzica Vuger. 


EKONOMSKA POLITIKA: Comrade Vojvodic, let us after all begin with the plan as 
the occasion for this interview. 


Josip Vojvodic: We are so preocoupied with the plan that we hear statesents 
even frog responsible people to the effect that it is better to adopt any 
plan, regardless of what kind it is, just so it is on tige. But what would 
happen, I ask you, in the econoay if we should be without a plan for even a 
year? Wothing very essential! And we adopt so gay plans for@alistically and 
keep these "in the drawer." To go further, presugably we have had occasion 
enough to realize that any econoay, ours included, dDehaves according to the 
conditions in which it has been placed, not according to general planning 
projections and desires. We did not get into difficulties because our plans 
were poorly written, and I do not agree that those were altogether “wish 
lists” because the goals were presumably set too high. The problem is that 
the sechanisa, the set of instruments and the sethods were not appropriately 
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set up, that is, that the econcaic systes and econogic policy did not drive 
and "force" econogic entities to sove in the desired and programsed direction 
through efficient use of social resources and with high productivity of labor. 
Unless we accogplish essential changes in that, it is nonsense to get carried 
avay with the idea that we can draw up a “qualitatively new" plan. But the 
debate concerning those basic preconditions is not nearly as hot and fierce as 
the debate about the plan. 


EP: it also seems illogical that it is necessary to compel economic entities 
by law to undertake planning? 


Vojvodic: Yes, by the very logic of things they ought to be those gost 
directly interested in that. Incidentally, isn’t planning done even under 
capitalisa, because of the simple fact that plarning is actually forseeing and 
exasining the future, and anyone who does not examine the future will be cut 
Gown by tige and the competition. 


EP: Yet in our case this “does not happen"? 


Vojvodic: It is no wonder when you realize that on the one hand we have not 
established consistent sechanisas of the econosgic systes appropriate to a 
garket economy, while on the other we have confused the planning systes and 
the social plan, and then again we lack even the basic technical prerequisite 
such as an appropriate inforgation systems for this detailed and so called 
counter planning of ours. Along with all of that, we have not formulated and 
agreed on a long-range strategy of econogic, scientific and technological 
development, nor in particular, within that context, a strategy for inclusion 
in the international division of labor, nor have we realistically evaluated 
our gaterial and human potential. It is in that environment and in that 
confusion that we are demanding and expecting that economic entities will draw 
up sound and realistic sgedius-ters plans! 


EP: There is much talk at present about so called joint prograa in the new 
social plan. 


Vojvodic: The country's social plan gust necessarily be a concretization and 
qualification of development policy and economic policy for the sedius-ters 
period. Wow we, without having provided a single one of the preconditions of 
successful planning which were just mentioned, are attempting to find a way 
out in “joint programs,” although it appears that no one is clear as to what 
they gean, nor by what criteria they are selected, nor by what sethods and 
instruments they will be fulfilled. 


So that the iapossibdle burden of transitional, tesaporary, short-lived, and 
palliative solutions still weighs down upon the Yugoslav econoay, which is 
murderous for the stability of economic development for long-tere inclusion in 
the international division of labor. Circumstances like that bring about 
behavior in society and the econosy which favors the inviolability of partial 
and usually short-tera interest, cogbined with an inoomgprehensible neglect of 
long-ters interests and goals, one's own, those of the community, and those of 
the society as a whole. Those connections and relations are severed in which 
the logic of things and common sense point towards technological and economic 








interdependence, and income from social resources and in many cases even the 
social resources themselves are abundantly "eaten up" by the charges for 
borrowed capital. But still we cannot see clear outlines of the necessary and 
integral economic refors. 


EP: It was thought that its direction had been plotted when the Long-Range 
Stabilization Program was adopted? 


Vojvodic: That was in fact what was announced in the summer of 1963. It has 
turned out, however, that the treatment of certain essential areas in that 
document, which was extensive, but mainly in principle and with a large dose 
of compromises, allows points of support even for diametrically opposed 
interpretation when it comes to the indispensable operationalization. In 
principle it is easy to agree that there can be no stabilization with this 
chronically low productivity and low efficiency of utilization of social 
resources, but as soon as the talk turns to what should be built into the 
economic system to prevent this, the disputes and msisunderstandings begin, 
mostly because of our many ideological prejudices, dogmatic views and 
ignorance of the nature and the logic of the system of socialist commodity 
production, and within that context of the mechanisas and sgethods for 
conducting economic activity on a market. 


EP: One inevitably recalls in all of this that some twenty years ago we also 
adopted a program for a change of economic direction towards gore intensive 
economic activity. There are few who deny its economic benefits even today, 
but it failed in its social aspects. How is one to avoid a repetition? 


Vojvodic: I think that what is now weighing down upon us provides the most 
convincing evidence that when we backed off from the economic reform we saved 
absolutely nothing, and still less did we gain anything in the areas of social 
welfare and social relations. After all, this is nothing other than a 
boomerang from that withdrawal, which we now have to confront, but now the 
Gowestic and international ciroumstances are indisputably much sore adverse. 
We should not be confused by the fact that the bill has come so late: first 
with the remittances from our workers abroad, and then by borrowing abroad we 
have been paying for that fase illusion that without an economic refora, 
without more efficient use of human and physical potential, without opening up 
toward the world garket and its standards, we could live better in our country 
and get along without social upheavals. We now see that that does not go on 
forever. And it is also evident that in that shelter of "social peace” paid 
for in that way, protected from sarkct selection and real economic parameters 
and criteria, we have facilitated immense privatization and devaluation of 
social property, immense social differences and the social dissatisfaction 
related thereto, a decline in the qualitative factors of economic activity and 
a high level of unemployment. 


EP: So, we do have experience .... 


Vojvodic: Experience teaches us that on behalf of a momentary social peace of 
all and everyone, out of opportunism and a habit of purposelessily postponing 
our “meeting” with certain material truths we dare not and cannot any ionger 
look on passively as our economic organism rapidly becomes weaker and ioses 





its ability to produce and to compete. The weaker the organisa, the sore 
susceptible it is to all negative influences, and, what is worst, the sore 
difficult and protracted the recovery. That is why we should radically and 
promptly stop the slide towards the bottom of the crisis. With all the seans 
and all methods, even with new foreign credits if you like. Intelligently and 
effectively used, of course. 


EP: That is a rather “unpopular” proposal at a tige when we are choked even 
by those we already have? 


Vojvodic: The credits we have taken up to now are not in and of theaselves 
the problem, but rather the problem is how efficiently or inefficiently they 
wes used. We again come to the same thing: in a systes without sechanisas 
for economic sotivation and economic coercion, without real prices of all the 
factors of production, both our own and borrowed resources are spent 
senselessly, unproductively, siphoned over into consugption without such 
thought of where they are going and what will happen tomorrow. 


EP: The interpretation one has begun to hear so frequently is “with not 
enough responsibility"? 


Vojvodic: The gain source of the problem is that our economic system does not 
acknowledge the logic nor honor the necessity that social capital sust be 
fertilized, must be upgraded and augmented, that otherwise there is no 
strengthening nor development of society's productive forces, no harmonious 
Gevelopment or catching up with world development, nor can jobs be provided 
for the new generation. 


And since our system does not igpose any sort of obligations or criteria in 
this regard, professional management teams draw up development programs off 
the top of their head with the help of sociopolitical structures, and then the 
bodies of self-management adopt them as a formality. And if this leads to 
losses, they calmly go before the workers and say: you are not to blame, nor 
are we, it is the objective circusstances which are to blage, the 
international garket, the government, the economic system, economic policy 
tially on whether a loss is incurred or a great deal of capital generated, the 
workers accept this, and they even accept the fact that these teams, both in 
the economy and outside it, which conceive those progrags, still remain in 
their places or are even promoted. The other side of this is that all of us 
together have been eating up our capital and we are still undermining the 
foundation not only of expanded reproduction, but even of simple reproduction. 
And we delude ourselves that these are some sort of passing disturbances that 
they can be overcome with just a bit sore of some kind of imagination and 
nongaterial “responsibility,” but without essential undertakings in the systen 
of social reproduction. 


EP: And along the way we've become entangled in a web of poverty, in 
redistribution of what was inadequate in the first place? 


Vojvodic: The incoge which we earn in our economy is insufficient for any 


sort of generous, say, average European personal, social-service, government 
and invest@ent expenditure. And yet everyday we “shake down" that small 
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income, and today we say that the economy is overburdened, and the very next 
Gay that the financial situation in the health service, education, culture, 
pension funds is unsatisfactory. How long, how long ...? 


There is one and only one solution for things to be better: increase the 
total asgount of incoge, for which we do have both the natural and other 
objective preconditions. But we are now realizing a very low income jer unit 
of work invested, per unit of installed capacity, per unit of energy consumed, 


and per unit output. 


EP: in the context of the entire economic reforms you attribute particular 
igportance to the systems of distribution? 


Vojvodic: In my opinion the system of distribution on the whole is the gain 
component of the economic system. Once consistent sechanisas and criteria 
have been installed for the realization and distribution of income in the 
manner that is inherent in a commodity-market economy, it is then the foun- 
dation on which the other components of the economic systems can be built 
appropriatcly - from the planning system, the monetary and credit system and 
banking system, to the foreign exchange and tax system and the other 
components of the system. Precisely for that reason the system of distribu- 
tion is the most important, the most sensitive, the gost complicated and 
thereby the most difficult. It is strange therefore that the intellectual and 
creative forces of our executive councils, economic chambers, and indeed even 
scientific institutions have not been correspondingly committed to its 
elaboration, everything has mainly been left to the professionais in the 
administration of the trade unions, whose manpower and scope does not objec- 
tively guarantee rapid and qualitative progress in finding the optiauam 
solutions and essential advances in this exceedingly isportant domain. 


EP: in what sense - in primary, secondary and tertiary distribution? 


Vojvodic: In primary distribution we should definitively commit ourselves to 
the system of free setting of prices according to the conditions of the 
market, with very few exceptions such as the fuel and power industry, the 
railroads, PTT (postal, telephone and telegraph) services and basic 
foodstuffs: bread, milk and oil. Of course the government can and must have 
an impact on the setting of prices so that they conform to the goals and 
interests of society's development policy and economic policy, but only in an 
indirect way, through influence on the relations of supply and desgand for 
particular goods, which it accomplishes, like every modern state, with the 
mechanisms, measures, and instruments of wonetary and credit policy, tax 
policy, and tariff policy, through the system of commodity reserves, by 
combating monopolies and the like. But this has to be done thoughtfully, 
consistently and not on a day-to-day basis. 


in secondary distribution it is indispensable to establish a functional and 
interdependent relationship between the average gross personal income that has 
been programmed and the prograagmed average rate of accumulation (relative to 
the social capital employed or to the average business assets employed). 
These programmed parameters, as an expression of the joint bases and scales in 
the distribution of income and net. income, would be set forth through seif- 





management procedure and then would be legally set down for the entire 
Yugoslav economic area - up to the year 2000. 


EP: Could you be more concrete? 


Vojvodic: If we assume, as has in fact been written down in the documents of 
the stabilization program, that maintaining an appropriate pace in development 
and holding to the necessary rate of expanded reproduction we need a volume of 
investment in fixed capital in coming years at the level of at least 25 
percent of the social product, approximate calculations show that we have to 
ach ve a 9 percent average rate of accumulation (counting also the resources 
whi 1 must be set aside as reserves of organizations of associated labor, but 
also the portion for formation of "own" working capital). So, the programmed 
rate of accumulation is not some sort of imagined quantity, but a value that 
is arrived at. I might say by the way that over the last two or three years 
the Yugoslav economy has been recording an average rate of accumulation or 
somewhere around 5 percent. We should add here that in computing it an 
unrealistically low level of average business assets employed is taken because 
of the long delay in revaluing fixed capital relative to the movement of 
inflation. There is also a great deal of unrealistic or fictitious income 
when it comes tc working capital. At the present rate of accumulation, and in 
view of the fact that the economy does not have its own working capital, we 
can realistically calculate that the volume of investment is somewhere near 
the level of simple reproduction. This means lagging behind the world in 
scientific, technological and overall economic development, which is then a 
very w ‘or issue, not only an economic issue, but also a social and polit :&.: 
one, u..4d indeed if you like even an ideological question. Accordingly, 
achieving a high rate of accumulation is the key to our overall future 
development, and it is indispensable to build into the system mechanisms that 
will stimulate its rise and will "punish" a lack of concern for the morrow. 


bP: How do you conceive that mechanism? 


Vojvodic: According to certain present relations that 9 percent programmed 
average rate of accumulation would correspond to a programed gross monthly 
personal income per worker of 60,000 dinars. Well now, if in a particular 
organization of associated labor they want to set aside a higher gross 
personal income than what has been programmed, they must in proportion, or 
more accurately progressively, increase their rate of accumulation relative to 
the programmed rate that is valid for the entire economy. And conversely, if 
they realize smaller gross personal incomes than the level programmed their 
rate of accumulation will progressive’y drop, but only to the minimum rate of 
accumulation, which might be say, 30 percent of the rate programmed for the 
entire eccnomy and this would be equivalent, say, to 65 percent of the 
programmed level of the gross personal income for the entire economy. That is 
a level of decline at which all the signal lamps must light up and all the 
bells start ringing. At that point professional management teams should 
submit their resignations and make room for those who are more able, at that 
point definite measures are undertaken for emergency financial rescue, for 
restructuring production, for mergers and takeovers by more competent economic 
organizations. So, as soon as the minimum rate of accumulation is reached, 
the intervention of sociopolitical communities should be invoked in the name 








of protecting social property, not at the point when large losses are 
accumulated, when au impossible situation and hysteria have been created, and 
when usually unsuccessful "firefighting" measures are taken, but the sources 
of the losses and their "producers" still remain in place as generators of our 
disturbances, instability, our inflation and devaluation - both material and 
nonmaterial. 


EP: You stress that we need uniform stardards of performance? 


Vojvodic: We would thereby incorporate into our economic system and systcm 
for distribution of income, into the social accounting of economic activity 
conducted with socially owned means of production objective criteria, uniform 
bases for distribution of income and net income, and they are live labor and 
the amount of social capital employed, which in essence is embodied past 
labor, which presumably, as the physical part of the productive forces of 
society, must be augmeited even under socialism. I am speaking here about a 
possible system for the distribution of income and net income. It is of 
course an inevitable prerequisite here that economic entities be independent 
commodity producers, that they have the necessary economic, legal and self- 
management independence, and that the system of setting prices according to 
the conditions of the market function in real life. That is, such a system 
Simply does not support any sort of subjectivism or voluntarism or 
administrative regulation. 


EP: To what extent have the social compacts concerning income brought new 
attributes into the system of distribution as you assess it? 


Vojvodic: Over the last ten years, since the Constitution and the Law on 
Associated Labor, we have already drafted the third or fourth social compact 
on the realization and distribution of income, at least in SR Croatia, along 
with quite a few other acts and resolutions and so called “programs of 
commitments.” It is most fascinating that the authors and formulators of all 
these documents, which one after the other have "aimed" at consistently 
operationalizing the principles contained in the Constitution and the Law on 
Associated Labor, have fiercely asserted on behalf of each of them that 
precisely "it" is in conformity with the Constitution and the Law on 
Associated Labor, although so far we have not amended either the Constitution 
or the Law on Associated Labor. 


I have the impression that it is precisely this complicated and delicate area 
of our economic system that for years now have been providing an eldorado for 
our bureaucracy, at all levels and configurations, for all our round-table 
discussions and symposiums that are so numerous and frequent and are put on 
for popular entertainment, though they claim that there solutions are 
scientific, exact and pragmatically beneficial, yet at present what we have 
got from all this is a pile of quasi-scientific and quasi-theoretical 
solutions, solutions phrased in terms of general principles which are 
incompatible with one another, illogical and unfeasible, and for that reason 
they have no practical value whatsoever. And we all of us know and 
unfortunately are made to feel the kind of situation we have had in this field 
for years now. 
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EP: You also criticize the social compacts for concerning themselves with the 
realization rather than only with the distribution of income? 


Vojvodic: The social compact on income claims to regulate the bases and 
scales for the realization of income, and in that respect contains only empty 
phrases and vague formulas. Under the conditions of the market setting of 
prices there is no need nor opportunity for setting forth any new criteria for 
the setting of prices and thereby regulating the conditions for realization of 
income d.fferently. Income is realized by selling guvis and services on the 
market, domestic and foreign, and that is done according to the conditions of 
those markets. One also knows that in the context of a commodity-market 
economy the conditions for the conduct of the economic activity are as a rule 
unequal, mere the prevailing laws are the laws of competition and the laws of 
uneven development of various industries and production operations, the laws 
of inequality. We can only say that society or the government, as an 
instrument of society and the working class, guarantees equal conditions for 
all economic entities in a modern way through its regulating mechanisms and 
instruments. 


Equal conditions in the realization of income are created as a tendency on the 
assumption that in our market economy there is a normal and logical 
circulation and allocation of social capital through the various forms of the 
pooling of labor and resources, motivated by the interests of commodity 
producers and assisted by the measures of society's economic policy. That is 
why I do not see any reasons either in principle or practical considerations 
why we should incorporate into social] compacts on income anything that is part 
of regulating the conditions for the realization of income, i.e., in the 
primary distribution, which in a market economy is done anyway by the 
operations of the law of value. 


EP: You are referring among other things to the effort to resolve the problem 
of income from capital and surplus profits. 


Vojvodic: We incorporate in the present compact certain features to serve 
that purpose which are based on the principle of “equilibrium income," which 
is a pure armchair construction devoid of meaning in theory, principle, logic 
or mathematics, which aims at some kind of administrative averaging, which 
contributes to voluntaristic decisionmaking concerning the distribution of 
income. 


The creators of our system say nothing in this connection about what will 
happen to organizations of associated labor which are not reaping surplus 
profits only because they are inefficiently managed and are not utilizing the 
natural advantages they possess. They say nothing about organizations which 
because of their subjective shortcomings, their negligence, or simply failing 
to utilize given market advantages, good market conditions and the like. In 
that context even the specific legal solutions which have been offered for 
setting aside rent in forestry and agriculture in SR Croatia are not in my 
opinion either logical or economically stimulated. Because they start with 
the income earned, not the potential income, and that means that if there is 
income, there is also income realized from capital, and if there is no income, 
then there is no income realized from capital. What is more, if high income 
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is achieved even on poor soil, as a consequence of investment, good work and 
good mauagement, then income derived from capital rather than labor is still 
taxed away, although here it is referred to as differential rent II, which 
ought not to be subject to mandatory legal taxation and appropriation. 


EP; Do you mean to say that with that approach there is no incentive to make 
maximum use of natural and market conditions? 


Vojvodic: Work collectives must be directly stimulated to utilize market and 
other advantages, market conditions both domestic and worldwide, so that 
through better organization, quality and design and through the fastest 
possible reaction to the requirements of the market they achieve the largest 
possible above-average income, i.e., surplus profits. However, it is 
impossible and does not make good sense to try to identify that portion of 
income realized because of “exceptional advantages" and it should therefore be 
frankly stated that Article 18 of the Constitution is objectively 
unenforceable. Incidentally, symposiums, conferences and round-table 
discussions have been held about this for all of two decades now, 
interrepublic commissions and working groups have been created, time and money 
has been spent, but in the way of results - nothing. 


Yet if we were to incorporate into the system of distribution the category of 
the programed average rate of accumulation relative to the social resources 
employed and placed it in an interdependent relationship to the gross personal 
income, we would automatically solve the problem of income from “exceptional 
advantages" and surplus profit as well, but it would be done by stimulating 
the working people to realize that income to their own benefit and the benefit 
of society. On the one hand this means that the greater the natural 
advantages, the higher the value of the resources used on which the average 
rate of accumulation is computed (it is clear, say, that at the same 9 percent 
rate of accumulation a larger amount of resources must be accumulated per 
hectare of farmland worth 200 million dinars than on a hectare worth 100 
million.) At the same time, the principal of a progressive rise in the rate 
of accumulation relative to the growth of average gross personal incomes also 
solves a problem of the corresponding distribution of surplus profits, 
conceived as above-average income, which would go into funds for development 
and into personal incomes. 


EP: Wor do you consider regulation to be the appropriate solution in the 
distribution of net income? 


Vojvoiiv: Here a whole range of comparisons is being offered - from the 
grouping, the activity, the economies of the republics and provinces to the 
national economy. Coefficients of the complexity of labor are being proposed 
and coefficients of more difficult working conditions as adjustment scales in 
the distribution of net income, which is the principle of the UKR (further 
expansion unknown, but “conventional quality of labor" is likely], which has 
been superseded, and which makes the whole system confusing and inconsistent. 
According to that principle higher formal educational qualifications, 
regardless of performance, automatically entitle one to proportionately larger 
personal income out of the same earned income, but at the expense of smaller 
accumulation. What nonsense! So it is presumably natural to expect that 
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those lads who have had more schooling and education in their organization 
than the unskilled workers and relative to their own organization will first 
realize a proportionately higher income (surplus income), and then also 
proportionately larger personal incomes and of course proportionately larger 
accumulation. 


EP: There is nu dispute, then, that sowe social regulation is necessary, the 
question is just what kind? 


Vojvodic: Absolutely. The main causes of our crises, debts, inflation and 
high unemployment are grounded precisely in this area. After all, to put it 
briefly, if you know the relations in distribution, then you know the 
production relations, that is the relation to management and utilization of 
socially-owned means of production - in short, the relationship to the 
development of society's productive forces. 


We need, then, social regulation that will be clear, objective, stimulative 
and universally valid. It is quite certain that these requirements are not 
met by the social compacts in which there prevails some sort of administrative 
rationale and a concern with petty detail and the rationale for averaging 
absolutely everything, for cramming everything into some standardized norms, 
coefficients, forms and the like. 


So here we are following the old schemes in again "installing" coordinating 
bodies in the social compacts which according to the old custom are supposed 
to evaluate, estimate, make exceptions, make determinations, grant requests, 
grant approval, issue rejections, and in general are supposed to keep watch 
over associated labor in the enforcement of administrative norms, criteria and 
solutions which are incomplete and inconsistent. In a system for distribution 
of income with clear relations which are known in advance and with objective 
mechanisms and criteria, a system which honors the independence of self- 
managing economic entities, coordinating bodies would have nothing to do, but 
all the work would be done by the staff services of the Social Accounting 
Service, since it is a question of social accounting and computations, of 
economic and financial quantities and categories, not political ones. Workers 
and their bodies of self-management are mindful of relations in income as the 
content of production relations, and presumably the coordinators of all manner 
of things will not do that in their place. 


EP: You were persuaded that this "paternalism" over the workers, as you refer 
to it, is superfluous? 


Vojvodic: It is strange, but true, that certain of our technobureaucratic 
structures are simply afraid of introducing objective market and economic 
criteria and parameters and of tigntening conditions and relations on that 
basis in the realization and distribution of income, in the formation and use 
of accumulation. That personal fear of theirs, and essentially we are talking 
about their resistance to change, they say is because many workers in their 
organizations of associated labor have gotten into difficulties in paying 
personal incomes as a function of economic result, i.e., as a function of 
earned income and accumulation, indeed even minimai accumulation. As though 
they were concerned about the workers. The folk saying goes: it is not 











because of the village that the dog is barking, but .... 


Under the new conditions for the realization and distribution of income and 
net income, those that I have been advocating in this interview, There really 
is no reason for the fear of many technocrats, bureaucrats and idlers, and 
indeed also our newly produced socialist billionaires, especially if along 
with all the rest we also draft an appropriate tax system, without the anarchy 
and tax liberalism that probably does not have its Like anywhere in the world. 
But that is not a justification and must not be the reason for us to postpone 
a thorough reform of the economic systea. As soon as possible, that won't 
make it less painful. It is fatalism to stand in one place in suspense. 


EP: You often say that within the socially given criteria governing 
distribution economic entities ought to have full independence in decidiny 
about prices, development, pooling of resources, internal distribution and 
organization, and personnel policy. How would you answer objections that the 
autonomy of economic entities is precisely what the technocrats are aiming at, 
that then they would "rule" work collectives more freely and would manipulate 
the working class? 


Vojvodic: In other words, what you are saying is what the technocrat would 
reply to the bureaucrat. After all, opinions Like that are held only by 
bureaucrats who do not see or who do not want to admit that we have created an 
economic system in which it is probably simpler than anywhere in the world to 
socialize everyone's oversights, stupidities, bad judgement and losses of all 
kinds and at all levels, including theirs. A system in which everyone easily 
finds an alibi for his poor work or incompetence. That can not take this 
country forward, nor can it guarantee a better life for this working class. 


And I ask you, is it not easier for professional management structures which 
we usually equate with the technocracy, the way it is now, when they can go 
before the collective and justify every unfavorable outcome of the conduct of 
business or investment in terms of the faults of the system, the short-term 
and unpredictable economic policy, the fact that some governmental or 
paragovernmental body has "frozen" prices, has prohibited exports or has made 
it impossible to pay for indispensable imports and so on and so on. Under 
such conditions anyone can be the manager of an enterprise as long as he 
Likes, just so long as he does not offend anyone "up above" or "down below," 
even though for years he has been signing business accounts showing losses or 
such a low rate of accumulation that in a market economy where economic laws 
and criteria prevail, where there is no direct arbitration by governmental and 
paragovernmental bodies, he would immediately be a tailure. So, would it not 
be far more difficult and risky to propose, to adopt and to carry out business 
and development decisions under conditions of the independence of economic 
entities, which are commodity producers, when there is no passing of the buck 
to someone else, and when the personal and social standard of Living of those 
employed in the collective depends in the most direct way on the results 
achieved? Then the workers would act differently in evaluating and demanding 
the responsibility of their professional management bodies and officers and 
technocrats, but they would also look differently towards obligations and 
various payments imposed from outside and indeed towards the soul-saving 
attitude of "their own" bureaucracy and politocracy. 





EP: We are talking about a significant redistribution not only of 
jurisdiction, but also of social power? 


Vojvodic: Precisely so. Quite a large part of this unproductive 
superstructure of ours would be left without the work which it does now, but 
also without the significant power which the present system of arbitration 
affords them. People have always respected judges, but we have created a 
situation in which the old saying "it is the judge who makes the charge iad 
the judge who decides the case" might be extended this way: after he has 
first "led you into sin" with his decisions, and appropriated your right, he 
then forgives you and socializes your losses and mistakes if you agree that 
they are the result of “objective circumstances." Experience shows that this 
kind of “magnanimity" is almost a rule without exception, and it is alluring 
because of the appearance of social security and protection “against failure," 
but it is a lethal poison not only to economic efficiency, but also to the 
socioeconomic position of self-managing entities, to the overall development 
of this social community and to its position in the world. 


For all the reasons any closing of our eyes to these facts for the sake of our 
own comfort and to preserve our positions is unacceptable and dangerous. 


Which is why I am not certain that in the critical analysis of the functioning 
of the political system of socialist self-management we have ascertained the 
real and root reasons and causes of the economic crisis and of our behavior in 
the conduct of economic activity employing socially-owned means of production, 
But now that goes beyond the topic of this interview. 
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BRIEFS 


KOSOVO POPULATION OUTLOOK--In 1947 the population of Kosovo represented 4./ 
percent of the SFRY population, this year it represents 8 percent, and by 200! 
it will account for 11.3 percent of a total Yugoslav population of 26 million. 
If the rate of increase continues, according to a section of SAWPY, in 60 years 
the population of Kosovo will represent one-third of the Yugoslav population 
and in 90 years, i.e., by the year 2075, it will account for 64.7 percent. 
[Text] [Zagreb DANAS in Serbo-Croatian 5 Nov 85 p 40] /12859 


BANKRUPTCIES IN BELGRADE--The number of bankruptcy actions and regular lLiqui- 
dations [of businesses] is increasing. In the first 10 months of this year 
there were 15 bankruptcy actions in the Belyrade district economic court, com- 
pared to 8 in all of 1984. Of course, the bankruptcy council [of the court] 
takes action only in cases for which it has been established that attempts at 
rehabilitation have not succeeded. Parts of the law regulating rehabilitation 
is directly linked to current policy, the situation of the economy in the 
country, and in the world. As a result, legal rights and many business people 
(creditors) cannot keep abreast of the laws and do not fully use their legal 
rights and many creditors lose out because of speculative methods used by an 
enterprise which is on the verge of bankruptcy. There will also be fewer 
attempts in future by sociopolitical communities to “infuse” money into such 
enterprises in order to keep them alive and to keep their management team in- 
tact; because regulations are being prepared which provide that trust in the 
management of an OOUR be cut off automatically if an OOUR is not operating 
successfully. [Excerpts] [Belgrade }"\VREDNI PREGLED in Serbo-Croatian 

23-25 Nov 85 p 5] /12859 


LOSING ENTERPRISES--Accourding to the Sociai Accounting Service, the number of 
losing enterprises now toials 2,546 OOUR's, or 10 percent of the economy, with 
their losses totaling 253 billion dinars, not including the 24.3 billion dinars 
carried over in losses from last year. [Excerpt] [Belgrade PRIVREDNI PRECLED 
in Serbo-Croatian 26 Nov 85 p 1] /12859 


BOSNIAN SMALL BUSINESS PROGRAM--Representatives of the Economic Chamber of 
Bosnia-Hercegovina, the Association of SIZ's (Self-Management Communities of 
Interest) for Employmiit, and the Sarajevo Economic Associated Bank have signed 
a self-management agreement on pooling resources to finance the formulation o! 
a project involving 100 small business programs. This will open the way to in 
tensifying the development of the small scale economy for which a favorable 
climate and attitude would be established. The signers of the agreement ars 








obligated to allocate 10.8 million dinars for the Institute for Organization 
and the Economy in Sarajevo to work out such a project; this institute drew 
up a study on the development of the small-scale economy in this republic as 
early as 1982. The project will include industry and mining, agriculture, 
forestry, trade, the hotel and restaurant sector, tourism, the artisan sector 
and housing, and will offer to interested persons the necessary information 
and specialized explanation regarding possibilities for forming one’s own in- 
dusicial production facility and other programs. The project will ...be a 
practical contribution to economic stabilization and bring relief to the 
roster of unemployed in this republic, and will aiso solve many problems of 
the so-called large industries which increasingly feel the need for stronger 
development of the small-scale economy. [Excerpt] [Belgrade PRIVREDNI 
PREGLED in Serbo-Croatian 20 Nov 85 p 12] /12859 


EMPLOYMENT DATA--In the first half of this year 6,331,800 people were employed 
in the socialized sector, or 2.4 percent more than in the same 1984 period. 
According to the Federal Bureau for Statistics, the economy had a 2.6 percent 
increase in employment and 5,253,200 jobs. The increase in employment in 
sectors outside the economy [i.e., outside production] was 1.8 percent with 
1,078,600 employees. Most new jobs were opened in finished-textile production 
where the increase at the end of July was 7.7 percent [over the previous year] 
with 272,100 workers. Work organizations engaged in collecting and processing 
raw materials, with only 3,500 workers, registered the highest percentage in- 
crease, 169.2 percent, in the number of new workers. [Text] [Belgrade BORBA 
in Serbo-Croatian 14 Nov 85 p 12] /12859 


FUEL LMPORT COSTS--In the first 9 months of this year $1.615 billion (or an 
average of $227 per ton) was spent to import 7.09 million tons of oil, while 
$249 million (or $195 per ton) was spent to import 1.278 million tons of oil 
derivatives, i.e., a total of $1.864 billion to import 8.367 million tons of 
oil and oil derivatives. If one adds to this the cost of importing 3 million 
tons of coking oil in this period, it totals $2.5 billion or 24.7 percent of 
the foreign exchange earned from total exports. Last year two-fifths of these 
raw materials were purchased con the convertible currency market and three- 
fifths on the clearing market; in the 10 months of this year this ratio has 
been reduced to 1/2 and 1/7. [Excerpt] [Belgrade PRIVREDNI PREGLED in Serbo- 
Croatian 20 Nov 85 p 10] /12859 
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